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CISTRRD FUSLC AT AN AL COor At

INDETENDENT AUDITOR'S REPORT

To the Honomble Moeyor and
Members of the City Couneil
Clty of Durand, Michipgan

We have gudited the scoompanying Bnaneint stitements of the governmental activities, the business-type
activitics, the discretely presented component unit, each major fund, and the remaining fund information
of the City of Durand, Michigan, ss of angd for the year ended Juns 34, 2004, which collectively comprise
the City's baste financial siatemaznts as tisted in the toble of contznts, Thess fnanginl statements are the
respunsibility of the City of Durand’s nanagement. Qur responsibility is to express opinions ur these
financial statements based on our pudit.

We condustad our pudit in accordanes with auditing standards genernlly nocspted in the United Siates of
Ameries and the stenderds ppplicable 1o financial sudits contined in Governmenr duditing Standards,
issued by the Comptroiier General of the United States. Those standards requirs thot we plan and
perform the swdit to obtain reasonable assurances shout whether the Rnancial statements are free of
material misstatement. An audit includes exmmining, on 2 tes! basis, evidence supparting the amounts
and disclosures in the Onancial statoments. An audit also inchudes assessing the aeccounting principles
used and stoniflcant estimates made by oanagemant, as well as evaluating the overnl! financial sttement
presentation. We believe that cur audit provides a reasonable basis for our opinions,

As discussed in Note 14 1o the basic Bnancial siatemeants, the City and s component unit adeptsd
Governmental Accounting Stalvment Board Statement Mo, 34 and refated staterngnits as of and for the
year ended Junc 38, 2004, ‘Fhis resutied in o change in the City's basic fnancial statement fotmat and
content.

in necordance with Governnent Auditing Standards, we have also issuszd p report dated Qotober 13,
2004 an our consideratian of the City of Durand’s internal controf aver financinl reperting ond our 12515
of tts ompliance with certain provisions of laws, regulntions, contracts and grants. That reportis an
integral part of an audi performed in accordonce with Governmens Auditing Standards, and should be
road I conjunction with this repart in considering the results of our audit.

In cur opinion, the finencinl stalemaents referred to above present fairly, in all material respects, the
respeetive financial position of the gavernmantal activities, the business-1ype ootivitics, the discretcly
presented tomponent unit, cach major fund, and the agerepate remaining fund informatien of the City of
Drurand, Michigan, as of June 30, 2004, and the respective changes in Bnancial position and cash flows,
where applicabls, therrof for the year them ended in conformity with ascounting principles pensrally
accepted in the United Sttas of America.

The Manogement's Piscussion and Analysis on pages 3 through 7, and budgelary comparisons on pages
48 through 42 are not o reguired part of the basic financial stplements but are supplementary information
respuired by the Governmental Accounting Standards Board. We have opplied cortain limited procedures,
which consisied prineipally of inguiries of management regarding the methods of measurement and
presentatian of the required supplementary informntion. Hawever, we did not pudit the informotion and
capress o opinion on it

195% Hotland Avenye, Parr Muren, Michigan 48060 (8100 S840.3839  Fax (8108 9836943



Our sudit was conducied for the puzpose of [orming opinions on the financisl statements that collectively
cormprise the City of Durpnd’s basic fnancisl statements. The combining and individnol nonmpjor fimd
financiz! statements are presented for purposes of additional anolysis and are not o required part of the
basie finaneial statements. Tha combining and individun! norrnajor fund Ananeial statements have been
subjected to the auditing procedure applied in the audit of the basic finaneial statementy and, in our
opinion, are fitly stited in ol material respects in relaton to the basic financin) stzsements kenasa

whole, .
/&I‘WJ,M W J{Jfé?mf?

Certified Public Accountants
October 13, 2004



CITY OF DURAND

Manngement’s Discussion nnd Anelysis
OYERVIEW OF THE FINANCIAL STATEMENTS

The City of Durand's 2004 annuxt repert is presented in conformiry with the requirements of GASE 34,
'This annual report consists of four parts ~ management's discussion ond anolysis, the basie finaarial
statements, reguired supplementary inforroation, and other supplemental information, which presemts
combining statements for nonmsjor gavernmenital funds and component unit imformation. The basic
financin! stotements include twa kinds of stateynents that prosent different views of the City, The first two
statements ore governmend-wide finaneint statements that provide both tong-tertn and shont-term
information about the City’s everall financial status. The remnining statements are {und financint
staternents tat focus on individuat parts of the City's governunent, reporting the City’s operations i more
detail than the govemment-wide statements,

Governnent-wide Fingnelal Statements

The government-wide staiemants report informatian about the City as a whole using accounting methods
stmilar to those used by private-sestor companics. The Statement of Net Assets includes ofl of the
government's asscts and Habilities, All of the current year's revenues and expenses are srcounted for in
the Statement of Activities regardiess of when eash is received or paid (full acouat).

The two gavernment-wide statcrnemts repot the City's net assets and how they have changed. Net assals,
defined a5 the difference between the City™s assets and liabilities, ars one way o measure the City's
financia! health or position,

The government-wide financial statements of the City pre divided into two calegories:

Governmental activities - mast of the £ity's basic scrvices are included here, such as the polics,
fire, public works, parks and recrection, genernd administration and debt retirement. Property taxes,
state-shared revenues, chorges for services, and most of the funding.

Dusiness-type activities - the City charges fees 10 cusiomers to belp it cover the costs of cortain
services it provides, The City's water, sower and refuse operations are treated a3 business-type
activities,

Fund Finguelal Statements

The fund finantial statements provide more detalicd information about the City’s most significant funds;
rot the Cily as 2 whele. Funds are nceoumting devices that the City uses to keep track of specific sources
of funding and spending for particular purpases. Some funds arc reguired by Stme law ondfor by bond
covenants. The City Council establishes other funds to conwol and manage moncy for particuler
parposes.

The City has three iands of funds:

Goveramentsl funds - Most of the City’s basie services ars included in governmental funds, which
focus on how cash and other financial asscts can readily be converted 1o cash flow in and out, and the
balances e at year end that ave available for spending. The governmenial fund sintements provide 2
detailed short-tenn view that helps determine whether thers are more or fewer Anancial resourees that
can be spent in the near futere to finanee the City’s programs. The City curtently has 14
governmanial funds,

-3



Proprictory funds ~ Proprietry funds use the accrund basis af eccounting, which is the same basis
used by the private businesses. The City meintains tve differens types of proprietary funds.

Enterprise Funds - are used to report scrvizes for which the City charges customers ¢ fee for
those services. The City has tree enterprise funds, the Water, Sewer and Refuse Funds,

Internsl Service Funds ~ reports zctivities that provide services and supplies to other Ciry
programs. The City ntilizes s Motor Peol intemal sernce fund.

Fiduclary Fuads ~ Fiduciary funds are used to necount for resouress held for the benefit of parties
outside the government, Fiduciary funds are not reflected in the government-wide financial
staterments beeause the resources of these funds are not available to support the City’s operations.
The City has two fiduciary funds, the Employee Benefits Trust Fund and the Tax Agency Fund.

FESANCIAL OVERVIEW (Government-wide finoncizl anolysis)

The City hos combinsd telal net nssets of 9.6 millian, This is an increase of S146,932 over 2003,
Covernment-type activities comprise $2.8 mitlion, snd business-type activities make up 56.8 millien of
the tona) et assets. In a condensed formmat, the table below shows net asszt as of the June 30, 2004,

Future reports with provids comparative data.

Governmental  Business-iype

Activities Activities Tenal
Ir Theusands
Asscis
Current assels £ 1335 &5 44 5 LAVS
Restieted assels 43 143 204
Copiial assets 4,288 7733 12,023
Tkt assets 5 RAfA K. p42 13808
Linbhiiities
Current Hobiliting T3 48 120
Long-term Linhilitics 2 H2 1,279 il
Tata! labrilities 2 RO IEEY) 4711
Peet Assoty
Invested in capital assets -

Net ofreloted deb 469 6,386 7,835
Hestricted 251 L8 434
Vnrestricled b 53 251 1 303

Teal nct o55815 5277 0§ __ 68137 f___8387

The City’s governmental activities experienced o net change in osses of $204,643, The main reason is &
result of budgeted capital purchases and various cost containuments by the Ciry. The business-type
activities experienced o decrense in net assets of ${57,71 1), which is approximately =3¢ of wnmun}
CXPENSCS.



The following table shows the changes in net asseis for 2004, Future reparts will pravide comparative
dnta,

In Thousands Governmenial  Business-type
Activities Actvitics Towml
Revenue
Program revenue:
{Charges for sorvices 3 o5 1254 & 1,331
Operating grants and conmibutions 272 ~ 72
Capital gronts and coptributions 6% - &9
Genternl tovenns;
Property taxes 1,246 - 1,246
Stotzeshared rovenue 335 - 535
Unrestricted inveskment cammgs 114 3 a2
Franchise fees 28 - 2R
Total Revenue 2,346 1257 3,503
Program Expenses
{ieneral government 473 - 473
Public safety 728 - 728
Public works 581 - 381
Heabth and welfare 118 - 119
Interest on long-tenm debt 130 - 130
Water - 441 461
Sewer - 675 673
Refuse - 179 179
Total Program Expenses 2031 1315 3,346
Changes In et assets before traosfers AT 58} 157
Transfer to component unit { i0) - 1)
Chanyes in net assets £ WEE i = 147

Sovernmental Jctivities

Revenues for governmental activities totoled 32,2 million in 2004, Of this amount $1.2 million or §8%2
was received from taxes followed by state Shared Revenue of 2434,

Husiness-rype Activities

‘The City has three business-type activities, water, whstewoter and refuse operations. The City operates
its awn wattr and sewouc treatmant focility and conwaets for refuse collesiions, The waler, wastewaler
and refuse services funds had an net inerease (doorease) in oot asscis of S{33,307), 5{10,2949) and 55,895,
respestivety.



FINANMCIAL ANALYSIS OF MAJOR FUNDS

The general fund ended 2004 with s fimd balance of $709,012, of which $157,213 was reserved for
specific purpuses, with the remaining amount of $351,799 unreserved and undesipnated. This is
decreass of $105,168 for the prer year. The General Fund expenses were over revenues for fiscal year
end June 30, 2004, State shared revenue was $40,000 under the projected budpet. A corry forwazd of
550,090 was budgeted, because revenues wonld not maet expendinures and p redustion in fund balanee
would be needed to cover the short fall 10 avoid cutting services to the community.

The City’s sther major fund, the Major Street Fund ended 2004 with & fund balance of $§161,367 and
inerease of 578,506, The Major Street revenues were over expenses becsuse maoney was set aside for the
Main Strect project fo be complated in the 2003-06 fiscal year,

DURGETARY HIGHLIGHTS

Over the course of the year, the City administrotion end City Council menitor the budget, and if
necessary, emend the budge! 1o take into account unanticipated events that eccur dering the vear, During
the sumifizant budget amendiments swere made in the following areas;

Generzl Fund

- Revenue fom State Shared souree was decrease Fom $508,060 to 568,750 to refleet the revenus
sharing cuts rde by the State,

- The Firg Departruent budget wos amendzd by $12,600 and the General Administration was
ereased to provide funds necded for operating trumsfers,

- Transfer to other funds were amended fom 50 10 $15,900. An optrating mensfer was mode to the
Building Fund to aveid a deficit for permit revenues that did not keep up with expenses. During
the remadeiing of the Fire Hall, it wes discovered the Fire Holl needed a new roef and 2 transfor
was made 10 provide for the expense in the Fire Halt Project fund.

CAPITAL ASSETS AND DEBT AIMINISTRATION
Capitad Assets

The City had $12.0 mitlion dollars invesied in capital assets for its govemmental and business-type
activitias (net of aceumulzted depreciation) vs of June 30, 2004, The investment in vapital assets includes,
tand, building ond building improvements, mochinery and cquipment, vehicles, and water and sewer
systems. Infrastructure {e.g. roads, draing, ete.} purchased on or alter July 1, 2003 is oiso included. During
the year the City added approximately $137,000 of capital pssets before taking into accoun: deprecintion,
Depreciation for the year was $463,306. The following table shows the copital assets at June 38, 2604

Governmental Buginess-type
Artivities Aotivtisy
In Thousands

Land 5 1,063,610 5 131408
Building and improvomants 1200 537 TR 514
alachinary and equipmant B54,875 B, 917
Yehicles 05,4452 -
Infrastmachir: 207,618 -
Water and sewer systems - 8,550,915
Construttion in proprois . 24,078

&267.402 E2,592 B2
Accumnalated depreeiation LNy fLARST 502}

5. 4.237.661 S LI133.348



Long-ferm Belt

Al Juns 30, 2004 the City hagd 53,101,186 in long-term debt compared to 54,305,508 at June 30 2003,
There were o additions {o long-term debt dhring the year. The following tabie shows the capital assets at
Juzme 30, 2004:

Governmental  Business-type

Activities Artvities
General Obligotion Bonds 8 2765000 5 -
PBevenus Donds - 1,275,000
Fastatiment Loans 54,045 -
Compensated Absencas 2,731 444
S 28 5. 1.270.410

in sddition the City funds compensatzd absentes eamed in governmental funds in the Enployce Benefit
Fund, the long-term Tinbility amounted to $35,443,

ECONOMIC FACTORS AND NEXT YEARS BUDGETS AND RATES

The Ciry of Durand, similar to most municipalitics in the State of Mickigan continues to experichec
diffieult fnancial imes, The City ctrrently loviss the maximum amount of property taxes allowed under
Proposal A and the Headlee Amendment, and hos experienced reducton in stale revenue sharing in an
smount cxeeeding S100,800 in recent years. While Hitle or no growth has been experienced in the
revenucs, mast expedifures continuc to grow ot the rate of inflation or higher {in the cose of haaltheare
insuranee expenditures). The City hos respondsd to this imbalance between revenues and expenditures
through a redustion of discretionory costs, principaily capital outlay. The City expects this finaneial trend
to eontinue into the near future,

It September of 2004, the Cily purchased 195 aeres of undeveloped property fur 3490,000. The City is
curramily working with the City planners snd a developer 1o create o mixed-use development. iy
expecled that this development wilt eventuatly Jead to an insreass in popuintion and an expansion of the
City's tax base,

CONTACTING THE CTTY’S MANAGEMENT

"This financia! report is intended to provide our citizens, taxpayers, customers, and investors with o

penerat overview of the City’s finances and to show the Cily's accountability for the money it receives, 1
you have any quostions abowt this report or necd additiona! finencicl information, we invile you to centag!
the City of Durand administration at City $iall {989) 288-3113.
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ASSETS!

Cash araf cash equivalents

Invegipests

Reognivables

Propaid expenses

Advance 12 {ftom} other funds

{nventory

Resuicted Assets -
Cash and cash equivalents
Investments

CITY OF DURAND, MICHIGAN

STATEMENT OF NET ASSETS

Capital assets (ne! of nccumulatzd depreciation)

Asscis nat being deprectated
Assois boing deprocintad
Towmt Assets

LIARILITIES:
Payvahles and acerusd Habilities
Accrued interest
tiue 1o other governimsstal units
Bzposits
Mon-curment Habilines
Dze within one year
Thee in meore than ene y=arc
Totat Liahilities

NET ASSETS:

Ipvestment in capital nigets,
net aof related Habilities

Hestmieied
Acguisition’construerion of capital asssts
Bradt seevice
Well head protection
Other

thnresthinted

T} Net Asiets

JEPNE 3, 2004
Camgrenant
Primary Government Llnit
Governmental Business Type
Activites Agnivities Totat DA

5 Bi1,427 3 3131 872738 35,912
147 - 1,047 -
357046 241,121 SR, 167 n
52540 51403 A7 643 -
T4A81 74,481) . .

517 0,543 49,062
43,688 33435 75057 -
- 130,652 E3 652 .
100,610 75,478 11719088 -
3,244,051 T7.55%, 864 A4, 013 ER2.160
5665427 g 12 0=0 E3 587 4487 239 054
ST 36,01% Q4,634 4995
L5259 - (0510 538
3,63 . 3,621 6,011
. 10,540 10,540 .
FE7.65 85,000 152,644 Mpoon
2 704,132 P21 410 3R, 42 94 10j
KRV IR F326 EGD G, 3248512 E22,547
1,168,616 6,385,859 7,854,475 67,160
8,674 . 8,674 .

79,385 163,101 242,496
- 15,000 15,000 -
17653 - IT653 12815
| MRt 251380 148,657 Yramn
5 277178 5 &85 17k 9,586,955 P16, 547

e e P —rr—rrr—rr T e |

The accompanying noles are an inlegrl pant ol thess finangial statements,



CITY OF DURAND, MICHIGAN

STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 36, 2004
Program Revenuss
Operating Capinl
Charges for Grants angd Grants and
Functions/Proyrams Expenscs Services Contributions  Contributions
Pelmary Government
Governmanta} acrivities:
(enzm! Governmeant 471 5 42,330 5 -
Bublic Safety TELE05 il 8,373 -
Puble Worky 353,003 44 262,963 29,870
Recreation and Culmre 15,974 1108 - 39,491
Daterest on Loop Term Dbt 130,080 - - -
‘Total governmental actvitics 2030835 11344 2713348 69,361
Blitiness pe ackvities
Water Supply System 460,687 427,259 - -
Waste water M5 642,058 - -
Refuse Services 17a212 185,081 - -
Total busitess hype activitizs TA14.818 1,254,308 ; ]
Total Primary Covernmsnt 3,345,658 1331642 ITLIYS a9, 161
Component Unk
Downtows Davelopmeny Anthority 61,308 - 13,55% -
Totat Componsnt Unin 61,3038 - E5.5359 -
4 arsivsitiisisines o SR

Genentl revenaes:
Taxes
Propenty taxes iovied for gonemsd purposss
Property taxes levizd for strects
Property taxss levizd for dsbt purposes
Girants amd contribution not
restricted to specific programs
Saley taxca
Framehisz fogs
Oiher
Ynrestricted investiment incoms
‘Franafers
Total genoyal rovonaues and mansfers

Charnge in nzt assets
Mzt asscts ot beginning of year o3 restarcd

Mot assets ot end of year

The wecompanying notes are an ictegrad pant of thase fnspcial staterments,
5.



bet {Expense) Reverpe angd Chapos in Net Asssts

Primary Covomment Component
Governmental  Duzinzss Type Lait
Azgvities Activiticy Tosal DDA

${ 438943 3 . .14 430,243 5 -
{ £90,358) { 001,358} -
{ 28R, 130% . { 28630} -
{ 72,383} - q 72,383} -
{ 110,080 - { 130,000 -
f 1411804} - { 1,611 854 -
- g 33,428) ¢ 33,476) -

= I2EE o 32,859) -

- 5869 5860 -

- | 6041EY 60,418 -

{ LAILEON 6041 ¢ 16T -
- { 42,148

- . . { 4745}

G50, 193 - Yt 193 -
55,510 . 85,830 -
195,467 - 195,462 39,633
535 HDS . 534,805 -
296729 . 17,679 -

. - - 6,693

18,628 2,707 21,335 256

£ 10,600} - { 10,600) 10,500
EALG,537 2,907 IHID,TL 56,584
0T 8 LYN133] 145,332 13,815
2567141 6,872,582 0,440,023 2712

5 TLIB4 O3 6,855,178 5 0586955 5 F16.547
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ASSETS
Assetas

Cazh and cash equivalzais
Invesiments
Fecaivables «

Interest apd necounts

Speeial asseastosm
Prepayments and deposits

Drue from other govermumental unit -

Fedaral/Stals
Drae from other funds
Advance to other fonds
Inveotories
Hesrioted Asses -

Cash and gash equivalents

Total Assets

Lizkilitiea:
Aceounts payable
Acorecd lisbiliticn
Dz to other gevemmantal uiits
D= to prhar funds
Geforcd mvenus

Tomd Liohilities

Fund Balanges:
Reserved -
TInrnserved -
Undesignated -
General Fund
Special Rovenac Funds
Tom! Equity

Toad Liabilities and Fund Equity 5

CTTY OF DURANG, MICHIGAN

DALANCE SHEET
GOVERNMENTAL FUNDS
JUNE 39, 2004
Ohhar Towmt
Muajor Governmantal Govanmental
{irnem Swreey Funds Frarals
5 RS TR L 127,313 § 250,187 8 641,557
1147 - - 1,147
E5,851 - - 15,811
- - 24,729 2470
30,641 - 39,641
173,616 30,725 112 168 216,506
100,052 - IR 121,886
74,481 - - T3 A8
483 3,479 3,780 £,692
42, 608 - - 41,608
5 7534036 05 161,167 & I7L60F 0 5 12R569
5 21338 % - % e 5 2138
10,897 1o 11,047
. - 3621 362
10,788 - FEE,008 £21,886
. 20,831 20,021
43,024 - L3543 TTR,454
157,213 3,420 ol Bl 251,391
551,799 . + 531,799
- 157538 L3418 393,334
T0U.4012 161,367 336,265 1,406,644
752036 % 161,367 8 37,695 5 1235098

The sccompanying noies are an integrat part of thess financial statements.
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CITY OF DURAND, MICHIGAN

RECONCIEIATION OF FUND BALANCES ON THE BALANCE SHEET FOR
GOVERNMENTAL FUNDS TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
QN THE STATEMENT OF NET ASSETS
JUNE 348, 2004

Fund Tiatancas - total governmental funds 3 FEEG 644

Amaunts rwpozted for poverpmenia] activities in the statzment of n2f assets
are diffcrent beeawye:

Capital assets wsed {n povernmental activitiss ars oot financisl thsourses
and therslore are not reported in the fiunds.

Cazpital assets 4,628,819
Aceignulated depresiation { 901,170

(thzr tone tenn nsseta ars not availablz te pay for exront pemiod
eapepnditures angd therafone are deferred in the funds,
Spegial Asacsimemts 0,421

Intzrpal Servies Fusd used by mapagemeat to charge cost of

the Cily's equipment revelving actvites, The assets pad liabilitizs of the

internal service fonds are insluded in governmental activities in the

statarment ol net assels. 92,999

Long - tarm liabikities, including bonds payable, are et due and payable
iy the current peeiod and therafore are nat teportzd in the boads

Hamds payable £ 2,705, 00
Acctusd intsrey! { M52 o 2,715,520
Net Assets of goverumental activities 5 2TILTRS

The ouies 1o the financial statemerty are an intepzal part of this stalamant,
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CITY OF DURAND, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CEBANGES IN TUND BALANCES

GOVERNMENTAL IUNDS
FOR THE YEAR ENDED FNE 30, 2004

Onther Total
Major Ciovotamenlal Govertnemil
General Strest Fund Fuuds
Hevenues:
Tanxes 5 5u104y  § - 3 IR5ZE1 S 1,278,276
Licenscs and pormits 20875 - E.187 38928
Int=rpovammeantat -

Faderal/State 534,808 180,942 52,001 TO7.768
Chatnes [t sevines 21432 - - 21432
Fines and forf=its 1A - - 11572
Inierest azed vest 13505 T3 B3 134628
Special 2ssessment - - 13,614 15,634
Qiber 34,176 +0 4,608 40504

Total Revenues 1,653,445 135123 394,674 2.131.043
Expenditures:
Curtant »

Grenerst Coveroment 496,375 - - 484,375

Publitc Salrry 675,812 - {BA30 684,262

Public Waorks 26,443 S.267 4,769 BEL47S

Reczeation and Cultural B3,033 - 2,043 8975
Capital Owilay - - 15,728 13,718
Brobi Servies

Principal - - 95,000 45,000

{ptercst . - 130,345 130345

Tal Expepdinmes L83, GaY 80,262 36T L5 131 E60
Excess ol revenues over funder) expapdinges { J 238} 104,561 20,435 F00,052
Other Finansing Sources (Usea):
Transfers fom other finds - - B1,930 BZ,930
Transfers to other funds ( 64900) 18,600} - 82,530}
Transfers to Compon=n: Tt ( 10,08{) - - 10.00%)
Totat Other Finapcing Svarces {Hscs} { 74,930 E5.000% B293G 10,003
Exgess of revanusa and other sources pver
{undz=t) expenditures and othar uses { L5, 108} 82,561 3,380 94082
Fund Balances at beeinning of year &&1,.8351 718,506 123,516 B3 213
Prinr period afjustmenst E12.340 - - 112 348
Fund Nalaps2s af berinning ol year as restated Bi4 180 78,508 E23.B78 Lela.5s2
Fund Palonces at end of yrar 5 706,012 g;m 1ol g7 3 236365 S LIOGOR

‘Ths aczompanying notes are an intepraf part of these Artnsial statermnents.
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CITY OF DURAND, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGE IN FUND BALANCES OF GOVERNMENTAL FUNDS

T THE STATEMENT OF ACTIVITIES
JUNE 30, 2084

et change in fund balances - totl govermmental funds
Covemmental funds repornt capital guttays 2y expenditures, However, io
the statemzut of setvities the cost of those assets is allocated aver their

estireated usehia) lves and repon=d as depreciation expense,

Capital gutlay
Depreciation expenss

Revenus fr; the statement of activities that do not provide cirrent finamgial
TESOLTCES aTe N0t reported a3 revennes it the fomds.

Repaymant of the principal of long-tenn debt convumes the current fipangial
rsemrmes of govemmental funds, however b ao efect onnet aissm,

Principal payms=uts on |ong trym Habilites
Blecrease in aceresd intorest

{nteray] servies funds used by manspoment to charpe costs of the City's
sumipiment revolving activities. The nel tovenues (expenises) atribmtsbie to those
fands is report=d with governenanial activities.

Changs 12 net 2s3cts of povernmente! activities

Tiiz potes to the financial senemsnts are an integral pan of this statzmant,

- 14

5 40,087
55,047
{ 75,208
14,228
93,000
265 95,265
{ 4786}
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CITY OF DURAND, MICHIGAN

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUINE 30, 2004
Govermmental
Business Type Agtivitics-Entotprise Funds Arnvities
{nlerpat
Rehase Setvite
Water Wastpwater Service Toiad Fund
ASSETS:
Lurrent Asseis:
Caak and epsh equivalents 3 0058 3 . nzze 5 330§ 189.AI0
Accounts and inferest receivable 70,608 ES6,440 F068 4512 -
Due from other funds 2,776 - - A -
Invenioriss 33410 7,335 - 40,545 1,825
Prepaid expenses 5,102 - - 5103 11,509
Hestrizted Adsals:
Chal anad eash equivalents - 32,445 - 32448 .
Invastmenis " 130653 - P30 657 -
Total Current Assets 200,950 326,485 27322 563,057 214354
Property, Plant asd Equipment;
Fropery, plant and equipmaent 4,834,351 1,746,481 - 13,562 842 1,633,583
Eess - acommmiated depreciation { 1558296} { 31399246} - ALEBETSU2Y ( LOVISTL
‘Total Property, Plan and Equipmant
{net of accumuibsted depreciation) 3,286,085 4,440,335 - 1135340 560,012
Tomi Asscts 34950035 4,775,040 21332 83405 157 T14, 500
et L 1 I aunnrninel Lt
LIABILITIES:
Current Liablli)es:
Accounts payabie 35,828 7228 - 33,156 IHI57
Ascrucd sxpenses 1,232 2,54 - 3163 634
D= to other finda - B2.776 . 537 -
BondaMotss payable (cument porticn) - £3,000 - 43,000 Y764
Crstorner deprosits 10,546 - - G540 v
Total Crurrent Linbilities 37,600 137,613 - 19.3.235 42 435
Long-Term Liahilities {less current portionsh
Advance from other funds - 74,458 - 74,481 -
Acoreed vacation and sisk T4 3,661 - 4410 2
Notes payabie (et of current ponion) - 1250000 - 1210000 36,481
Total Long-Term Linbkikitizy 74T 1,388 142 - | 288 851 g3z
Toumt Liabilitias 38,3459 |45, 777 1 484,128 51,5467
NET ASSETS:
Investment in capital asscts, net
of relxted Habilities 3,285,045 1,050,774 $,385,859 545,967
Resiricted -
Drebi service - 163,101 . 163,101 -
Waell head protection 15,800 - - 13,000 -
Liorestricted
Umdashmated 50,601 67,208 27,322 251211 187,032
Totst Net Azzcts 5 JA%I 688 5 3330143 27322 S GHES1M % e9Rang
Tt i e ey Thrive s i |

The accompanying notes aT an integret part of these fnansial statements.
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CITY OF DURAND, MICHIGAN

STATENMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROFIUETARY FUNDS
FOR THE YEAR ENDED JUNE 36, 2004

Clovemmennt
Businass Type Activities-Epterprisa Funds Activitieg
{nsernaf
Refne Setvics
Watsr Wastewater Service Taotal Fund
Ognerating Revenues:
Charyss for servites 5 393,398 5 BIRALE 5 185081 5 LISGSTY 5 34515
Hydrant Reatai EG,000 - - i,000 -
Othizr 11868 23,560 - 47431 2121
Tutal Opemating Revenuss 417 254 E42.035 155,081 1,154,558 305,636
Operating Expenses:
Prraonat services 11,7 174,023 - 307,725 52,690
Adminiirative cxpenscs T4, 5K 74,0(0 28,000 FIG,000 35000
Supplics and pastage i5018 1653 1784 452,638 038
Other services 126,987 74,825 140,11 451,261 90,073
Depresiation 160,775 157,138 - 251517 FMLIER
Tow! Opemting Expensss 60,687 BOL.641 TG {247 534 38,005
Operating Incoms {Lass) (31428 39,418 3.889 11859 2,353}
Non-Operating Aeveooncs (Expenses):
Gain on sale ef aasetn - - - . 1,555
Inimrest camed 121 2,560 i 07 278
Interest cxponses - f TRITH - f R 4,260}
Total Non-Operating Rovenues 21§ 7N | BO.570 2433}
Met Insoms (Lo} {33307 {3009 R 3271y 4, 7RG}
Mgt Assets ot bepbmning of year 3,486,503 3,354,082 427 6,154,082 ST RS
Prior pariod adjustroznts 4,400 4,400 H.EOG -
Mey Assets at beginoing of vear as
ettt 3 450,553 3 364,442 2427 6,372 882 H07.785
Net Assets of end of year 5 3A576E6 5 3330163 S 27322 5 6815171 3 GU299%

The accarmpanying nodss are an intepral pary of thess frapeiat statemants,
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CITY OF DORAND, MICHIGAN

STATEMENT DF CASH FLOWS
PROPRIETARY FUNDS

FOR THE YEAR ENDED FUNE 30, 2004

Cash Flaws From Qperating Activities:
Cash receipts from oistomers
(Cash receipts from interfind scrviens
Cash payments o supplicrs
Cash paymentt to employess

Nzt Cash Providad (Vsed) by Opemling Activitios

Cash Flaves From Nanecspital Financing Activitles:

Dus romdto other fnds

{ash Flows Fram Capial aod Related
Financing Activitles:
BopdfNotz payments
Bond Distount
Interest Paid on Jong tomm dein
Salz of fixed assats
Acquisition and constrection of capital assels
et Cash Uhed by Capital and Refatad
Financing Activities

Cash Flows From Invesiing Actlviiies;
RBodrmpiion of investroznns
Intgrest carped

Net Cash Providedt hy Investing Aetivitizy

Mzl Increase (Becrease} in Cash and Cash
Equivalents for the year

Cash and Cash Equivalents ot Daginning of Yeur
Cash and Cash Equivalents ot End of Year

Heeoucitiation af MNet incowne (Lety) to:

Nzt 23k Provided {(Uszd) by Opemting Activities:

Dpemting ingome {loss) for the year

Adjusitmznts lo reeontils epemling incoms {loss)
1o nst cash provided {used) by operating activities -

Drepreciation
Changz in a3sets and labilitizs:
Retsivable
Prepaid and doposils
Inventory
Accounty payablefacoried exponiey

et Cask Provided {Used) By Opemting Activitiss

The seoompanying noizs arc un imegral parnt of tess financial syemens,

Covetpmental

Pusiz=ss Typs Activities-Entetorise Funds Astivitiss

Internal

Refie Service

Watsr Walowtay Service Totald Fung

5 S2,7 §F OBVe51 3 g BE2 S P2EOEHET 5 -
- - - - 306,626
{  172316) { 218867 ¢ 151,212} (  S§52,395) (72,863
£ 209227 f 246440y ¢ Ja.000 {48368 81197
45,216 173,644 5,670 224,550 143,075
{ BLTI6) [ B4135) - IR} -
{  60,000) - 60000} {46491

- 13,5347 - B350 +
.o T2 S TR O 4268

- - - - 555
{ G105 { 4,253} ! 66,358 | Jg41Y
£ 62,105y [ 112991} - f tAsonEy ¢ B7.614)
. 23,423 - 23,423 .

2,560 26 2907 278

23431 24 26,130 278
{ DE.30 ( 8,721} 5696 [ 10 54% 55,5
07,575 41,174 16,550 165300 141,140

5 o0 0§ 32448 5 A T $3,760 & 190.EID
=i e T
L1 33428 5 39418 % 5869 % b, 85% 3¢ 2350
100,779 157138 A57 01T V3L EEE

{ 470} 5,801 199) 5,224 ;
6,980 8,333 . 15313 (2.9
{ A5y 4 3.569) £ 558 248
£ 2PATHY f B3LET4Y - 59,84 21.30%

5 A6 5 1T2bdd 5 SE78

-37-

e

224,350

3 145578
matlicn,



CITY OF DURAND, MICHIGAN

STATEMENT QF FIDUCEARY NET ASSETS

FIRGCIARY FUNDS
JUNE 30, 20604
(hther Employen Tax
Benefit Agency
Trust Funid Fund

ASRETS:

Cash and cash egquivalonts 3 56,85% 38,597

Prepald tnstpreser 28,423 -

Tom! Assels ¥ B3 254 38.597

LIABILITIES:

Aceounts payable 8943 -

Acarned Liahilities 40,8746 -

Druz to uther povernmenial unit - 38,597

Accrnsd vacation and sick 33463 -

‘Total Linbilitieg 83284 35,597
NET ASHETS: $ -
STATEMENT OF CHANGES IN FIDUCZTARY WET ASSETS
FOR THE YEAR ENDED DECEMDER 31, 2004

Adiitlons:

Contributiogs 5 398,134
Neductinns:

Eile and disabifity 16,175

Waorkman's compensalion 17,509

Ratirement 01,349

Hospiialixayon, Eye and dantal LAY

Total Dedbcions 100,770

Met Decyease { 164

et posets held in trust for pension benclits

Beginniey of yzar 1.646

End of year s

The accompanying notcs arc an integral pant of Ihass fnzacial stacmens,
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CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUINE 39, 2004

NOTE I - SINEMARY OF SIGNIFICANT ACCOUNTING POLICIES:
A. Reporting Entity -

The Ciry of Durand, Michipan, was incorporated Mareh 14, 1932, under the provisions of Act 279,
PA 1909, as amendad (Home Rule City Act). The City operates under a Council-Manoger form of
government and provides the following services as suthorized by its chanter: public safety (polics,
firc and inspection), hiphtvays and streets, sonitation, community development, culture-regrestion,

publit fmprovements, plarning and zoning, watar supply and sewnge disposal systems, and general
adminisative services,

Thesz financial statements presem the City and its component units, entities for whach the City s
considered to be financially accountable. Blrnded component units, although legaily separate
entitles, are in substancs, part of the goveroments’ operations. Discretely presented conmponent units
are roporied in o separate column in the government-wids financisl statements (o swnphasize that they
are Tegally separate for the Ciny,

DESCRETELY PRESENTED COMPONENT UNIT -~

CITY OF DURAND DBOWNTOWN DEVELOPMENT AUTHORITY {DDA) - The
Downtown Development Awchonty (DDA} was established in 1791, The DR is erganized
under PLA. 197, of 1975, The purposc of the DDA 5 to revitalize and prevent deterioration
of the central business distriet, to encowrage histeric preservation, entharize the scguisition
atvt dispesal of interests in real and porsonst property, seck out ond stfract new business
intersst, nuthorize the creation snd implemntation of redevelopment plans in the disiniat,
promete cconamic growth of the district and imploment programs to climinate the futher
dechine of propertics and their values in the distiel

The City of Durand Downtown Development Authority (DDA)Y is reported discrotely o
ernphosize that it is Tegally separate from the City. The DDA Board is comprised of up to
thirtecn members and onc ex-officio member appointed by the Mayor with City Council's
approval. The DDA is responsible for the erestion of a development angd financing plan for
the downtown distriet or 3 development area within the distsiel b promote coonomic growth,
The Authority rmust obtain City Couneil spprovat of alf dovelapment and finapeing plans,
The annual eperating budge! and eny modifications altse roquire the approval of the Durand
ity Council.

RELATED ORGANIZATIONS - The Durand Union Station, Inc, {2 non-profit S01(c}3)
corporation} was arganized for the development and operation of the Durand Union Statian, Ine,
Although the ilding is owned by the City, the finaneial statcments of the Durand Unien
Station, Inc. are not included in the City's finaneial statements singe the City Council does not
appoint board members and the City is not Bscally responsible for the operation.
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CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2604

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (cont'd):
B, Goversment-wide aod focid flosocio] statements —

The government-wide financial staternents (i.c., the stntement of net nssets and the statersent of
changes in net assets) report information on all of the nanfiduciary activities of the primary
government and its companent units. For the most part, the effect of nterfund netivity hos been
removed from thess sintements, Governmental activitier, which normally are supported by taxes
and intergovernmental revenues, are reported separately from business-1ype activities, which rely
to & significant extent on fees and charges for support. Likewise, the primary government 13
reported sepamstely from cortain lepally separate component unit for which the primary
governments is financislly agcountable.

The statement of activities demonstrotes the degree to which the direct expenses af 2 given
function or segment are offsat by program revenucs, Direct expenses ave those that are clearly
ideniifinble with 2 specific Amction or segment. Program revenues include 1) charges to
customers o applicants who purchass, use, or dircetly benefit from goads, servizes, or privileges
provided by o given function or segnent and 2} grants end contributions that we restricied ©
meeting the operational or capital requirements of o particular functon or segment. Taxes and
other items pot property ineluded mmong progem revenues are reported instead as general
FEVERVES.

Seapnraie finangin) siatemmenis are provided for governnental funds, proprictary funds, and
fiduciory funds, even though the laiter are excluded from the government-wide fingncind
statements. Major individual governmental funds and major individua! enterprise funds are
reported as sepacate columas in the fund finaneial sintcments.

C. Measurement fucus, basls of aeenunting and fnancizl statement presestagion

The government-wide Onancial statements ore reported using the economic resonrers
measurement focus and the accrual basis of aceounting, as are the proprictary fund and Aduciary
fund finzncial statoments. Revenues are recorded when eamsd and expenses are recorded when
a liability is incurred, regardless of the timing of related cash Aows, Proparty taxes sre
recognized as rovenues in the year they are due, Gramts and similar items are recognized as
revenue a5 soon as slf cligibility requiremants impased by the provider have bren met.

Ageney funds, a type of Bdueiary fund, are unlike all other types of funds, reporting only assels
and Habilitics. Therefore, ageney funds canno! be said to have o measurement focus, They de,
howrver, use the accniat basts of sggounting te recopgnize receivables and payables.



CITY OF DURAND, MICEIGAN

NOTES TO FINANCIAL SFATEMENTS
JUNE 34, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES - (cont'd):

Governmentat fund financial statements are reported using the current financial resources
measirement foeus and the modified eccrun! basis of accounting. Revenues are recognized as
sontt a5 thoy are both measurable and available. Revenues are considered to be avaifable when
they are collected within the current period of seon enough thereafter to pay liabilities of the
current period. For this purpose, the government considers revenuss te be pvailable if they are
collested within 60 days of the end of the curent fiscal period. Exponditures genemally are
recorded when a linhility is mourred, as under neomnd acooonting, However, debt service
expenditures are recorded only when payment 15 due.

State shored revenue, Heenses, and interest pssociated with the current fiscal period are alt
considered to be susceptible to accrual and therefore hove been recognized us revenues of the
current fiscal period. Property taxes which are lavied on July I, and payable al that time, are
recognized 23 rovenue in the yoar due. Alse only the portion of speeial assessments receivable
due within the surrent fiscal period is considerad to be suseeptible to acerual as revenue of the
current period. Al other rovenue iioms are considered {0 be mensurabic and available only when
cash is received by the Ciry.

The City reports the following maior governmental funds:

Geoeral Fund ~ 15 the City’s primacy operating fund [t accounts for all Anancial resources
of the general government, cxecp! those reguired 1o be nccounted for in another fimd.

Najor Strect Furd — is 2 special revenue fund used to account for Act 51 moncy and ather
related rovenues restricted for mujor stroct maintenanee and improvements.

The City reports the followioyg major propristary funds:

Water Supply Systom Fund ~ is used to account for the treatment and distribation of water
i residential and commercial usars.

YWastewater Fund - is used to secount for sanitary sewer services provided to the
residential and commercial users.

Refuse Services Fund - 1s used to nocount lor the operations and activities of garbage
collection end recyching for residential cuslomer within the City of Dusand.

Additionnily, the Ciry reports the following fund types -

Special Revenne Funds - are used 10 account for the proceeds of specilic revenye sourses
requiring separate asoeuniing because of tegal or regulstion provisions or ndminisirative
agtions,

Debt Service Funds — are wsed to pecount for the accumulntion of resources for, and the
payment of long-ierm peneral obligation debt of governmental funds.

Capital Projects Fune - are used to account for rovenue restricted for the acquisition andfor

constiiction of mojur capital asscts not being financed by propriatary funds,
2%



CITY OF DURAND, ATCHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (cont'd):

i

internal Service Fund - is used to azcount for the costs of opemting and maintaining the
City's equipment. Charges are made to other funds based on equipment used.

Qhier Employes Trust Foends — is used to pecwmulnte resources for insumnee , health
benelits, and vestad vaeation and sick for qualified employees.

Tax Agency Trust Fond — is used to account for collecton and disgibution of taxss. The
Ageney Fund 15 custodinl in nanwre (assots equal lsbilities) ond do nof invelve measurement
of resulis of operation.

Private setior standerds of gecounting and financial repotting issued prior to Decomber 1, 1985,
generally ore followed in both the government wide and proprietary fund finoencial statements to
the extent that those siandards do not conflict with or contradiet guidance of the Governmental
Accounting Standards Board. Governments also hove the option of following subsequent
private-sector guidance for this business-type sotivities and enterprise funds, subject to this same
limittion. The government has elected not to follow subsequent privale-sector guidance,

As ¢ grneral nile the offect of interfund potivity has been eliminated from the governinen-wide
financial staternents.

Amounts reported as program revennes include 1) charpes to customers or applicants for goods,
services, of privileges provided, 2) operating grants and contributions, and 3) capital grants anid
comributions, fneluding special assessments. Internally dedicated resources are reported os

genernl revenues mther than as progrom rovenues.  Likewise, general sevenues inglude ofl taxes.

Proprietary funds distinguish oporating rovenue and capeoses for noneperating items. (pornting
revenues ond expenses genersHy result from providing services and produging and deliveting
goods in connection with p proprietary funds prineiple an-going operatians. The prnciple
operating revenues of e Enierprise and Internal Services Funds are charges to ¢ustomers for
sate and services, Operating expenses from Enterprise and Intermal Service Funds inchude costs
of sates and services, adnsinistrative expense, ond depreciction on capital sssets. All revenues
and pxpenses not meeting this definition arc reponicd os nonoperating rovenuss and expenses,

When both restricted and unrestricied resources ore svailable for use, 1t 1y the Tity's poliey to use
resiricted resourees first, the uprestricted resources 2s they are pegded,

Assets, LinbBities nnd Net Assets or Eguity -~

Deposits and Investiments -

Tha City's cash and cash equivalents are considered to be eash on hand, demand deposits,
certificates of deposit with origine! maturitics of three months or Iess from the date of

acquisition.

Invesiments are stated ot fair value, Investments are certificates of deposit with o manrity of
greater than ninety days from purciiase date.
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CTTY OF DTRAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE M), 2004

NOTE - SUMMARY OF SIGNIFICANT ACCOUNTING I"OLICIES - {conthd):

State statues authorize the Chiy 1o doposit in the ascounts of federally insured banks, credit
umions, and savings and loan associations, and to invest in obligations of the U.S, Treasury,
carinin commervial paper, repurchase agreemnonts, bankers aceeptanees, and mumnal funds
composed of otherwise legal investments fexcopt thase with a flustuating per share valuc).

Receivables and Payables -

Activity between fumds that ore represeniative of lending/borrowing prrengements cutstanding at
the end of the fscal year pre referved to as cither "due to/from other funds” (ie., the carrent
portion of interfund Inans) or “advances to/from other funds™ {i.¢., the non-current portian of
interfund loans). Al other outstanding brlances between fonds ere reported as “due to/Bom
other funds.™ Any residual balances outstanding between the governmental acrivities and
business-typs activities are repurted in the povernnment-wide Onancial statements as Vinternnt
balances”.

Advimess between funds, o5 reportsd in the fund financial statements, ore offset by a fund
batance reserve account in opplicable governmental funds to indicate thot they are not available
for appropriation and are not expendable ayailable fnancial resources.

Property Tax Receivables -

All delinquent real propeanty taxes, utility charpes nnd special assessments become liens agninsy
the related property and arc reimbursed by Shinwassze County's Delinguent Tax Revolving
Fund. The County will, however, charge bagk to the City any smounts nol colleeied a the end of
three years,

Adlawanees For Doubtint Accounts Hecelvable -

The City utitizes the divect write-0ff methed for alt funds, Pasy experience has indicated the
write-off of acoounts receivable are immaterial and do not wasran? the uss of 2 contra accouns for
this allowanee,

Inventorics nod Prepaid items

All inventorics are valued at cost using the frst in/first out (FIFO} method. Inventoriss af
governmesial fends, cxeept BPW supplies are recorded as expenditires whem purchased,

Certain payments to vendors reflest costs opplicable to further accounting periods and ore
recorded as prepaid flems in both government-wide and fund finencial statements,

Property Tax Calemndar —

Taxes ere levied on July | ond pre payable ot that time. The City bills and caliocts its own
proporty taxes and alse colicets taxes for the County, intermedinte schoo! district, community
eolkege, Library and local schpo! district. Collections of alf taxes other than Ciky taxas and the
remittance of them are accounted for in the Tax Collection Fund,
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CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SUMDMARY OF SIGNTFICANT ACCOUNTING POLICIES - {cont'd):

The City is pormitted by sime stanne to levy 1axes of 22 mills for genern! governmental services
ether than the payment of prineipal and interest en long-term debt and in unfimited cmeynts for
the payment of principal and interest on long-tevm debr. The City levied 15,5 mills for peneral
governmental purposes plus 3.23 mills for debt service and 1.3997 mills for strects for a totol of
20,3457 mills.

Capltal Assets —

Capital ossels, which include property, plant, equipment, and infrastructure gssets {e.g., roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or buginess-
type activities colurmns in the government-wide fnancial statements. Capital assets are defined
by the City as assets with an initial, mdividea! ¢ost of more than $2,000 and an estimated useful
bife in excess of two years, Such assets are recorded at historica! cost or estimatad historicn! cost
if purchased or construsted. Donnted capilal assets are recorded at estimated fir market value as
the date of donation, The costs of normal maintenance and repairs that do not add o the value of
the asset or materindly extend nssets Hves are not copitalized. Major outlays for capital assets and
improvements ore capitalized as projects are constructed. Interest incurred during the
construction phase of capital assois of business-type activities is inchided 23 part of the
capitlized value of the assets constructed.

As permilisd by GASB Statcroent No. 34, the City has clecied not to report governmental
infrasmusturs {principally roads and sidewalks) acquirsd prier to July 1, 2063,

Property, plant, ond equipment of the primary government is deprecisted using the siraipht linc
method aver the leltowing estimaled vseful Tives:

Primary Comgponsat
Govonmen: Lt {DBAY

Buildings and Building Improvements 35-50

Mackinery and cquipment 336 -
Vehisics 31z -
StreetafBorTet lighu 230 3
Waler and scwer system 530 -
Diains - 50

Compensated Abseoces ~

in aecordance with contracts nogotialed with the various employee groups of the City, individual
cioployees have vasted rights upon tormination of employment to receive payment for unused
vacation and sick leave under formulzs and conditions specificd m the contracts. The City has
elected to fund vocation and sick time as # is exrned. As a reselt these amounts are appropristely
accounted for in the Other Employes Benefit Trust Fund.

-3 .



CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 1 - SIMMARY OF SIGNITICANT ACCOUNTING POLICIES - {cont'd}
Loug-Turm Chligstions ~

In the government-wide financial statements, and proprictary fund types in the fund finaneial
stotements, fonp-term deby and other long-term oblipotions are reported ns linhilities mn the
applizable povernmental actvities, business-type activities, or progrrictary fund fyps sintements
of net assets. Bond premivms and discounts, as well as {ssuanee costs, 3 sipnificant, ave deflerrad
and amortized over the life of the bonds using the effective nterest method. Bonds paysble are
reported net of the applicable bond premivm or discount. Bond issuance costs are reporied as
deforred charges and amartized over the term of the related debt,

In the fund finangial statements, povernmental fund types recognize bond premiums and
discounts, as weil a5 bond issuance costs, during the current period. The foce amount of debt
issued is reparied 05 other financing sowces. Preroiums received on debt issusnces ere reporied
as other financing sources while discounts on debt Issuances are reported as other financie! uses.
[ssusnce costs, whether or not withheld from the sctual debt proceeds recoived, are reported ns
debt service expenditures.

Fund Equity -

In the fund financial statements, governmentat funds report reservations of fund balance for
amounts that are not available for appropriation or are tepally restricted by outside parties for use
for a spreific parpose. Designations of fund balanee represent tenfative managemen! plens thal
are subjeet io change.

Estimates -

In preparing fnancial swtements in conformity with apcounting principles generally aucepled in
the United States of Amrrics, management is reqoired to make estimates and assumptions thm
affect the reparted amounts of assets and liabilities, the disclosure of contingent assets and
liabilitics ot the date of the Bnancial stotements, and the reported smounts af revenyss ond
expenses during the reporting period. Actual resuhts could differ from thass estimates.

NOTE 2 STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY:
Budgetary Informaition ~
Annupl budgets are adepted for the General and Speetal Revenue Funds on a basis consistent with
aceounting principles generally scoepted in the United States of America and are not significantly

different from the modifed seerual basis used to reflssct actual results.

Tha City follows thesc procedutss in esiaiishing the budpetary date reflreted in the finaneial
stements.

1) Prior to Juna 1, the City Manaper submits to the City Council a proposed operating
budpet for the fiscal year beginning the following July 1. The opernting budgets include
proposed expendifures ond the means of financing them.
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CITY OF DURAND, MICEHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 31, 2004

NOTE 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY - {cont™d):

2} A Public Hearing is conducted to obiain taxpayers’ comuments.

3} Prior 1o June 30, the budget is logally cnacted through passage of 2 resplution.
The budgcts are Jegaliy enacted ot the activity fevet for the General Fund and towd fund
Ievel for the Spacial Revenue Funds and Downtown Develepmant Authonigy.

4) Any smendments 1o the budget must be approved by City Couneil.

5} Formal budpetary integration is eraployed as a management control device during
the year for the General, Special Revepue Funds and the Downtown Development
Autharity.

6} Budget approprizions fapse ot year end.

7} The City does not employ eneumbranss aceounting 35 on extension of formal
budgztary intepration in the govermunental funds.

The general fund budget s approved at the activity level and the total expenditure level for the
Special Revenus Funds, Expenditures ot these legally adopted levels are a vielation of the Budgetary
Act. Daring the year the City incurred expenditures in the General and Speeint Revenue Fund which
was in excess of the amount appropriated as follows:

JFund TvpeBonctinaActivity | Appropristians ~Frprmdst | Mapance |

Giengrad Found -
{renzral Government -

Troasurer £ 115,100 5 1153510 T L4
Public Safety ~

Palicr Departmment 563,000 571,730 7,830

Fire Departinent B9, 700 HM, {02 A1
Regreation and Cuelmral -

Parks ao)! recpeation 67,200 85,003 17,813
Transfers Cha 300560 64,930 £3,580

Spazial Revengr -
Halding Inspection Fuam! L6400 15420 1,638
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CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 20, 2004

NOTE 3 -DEPOSELS AND ENVESTMENTS:

At yoar end, the carrying amount of the City Reporting Enuty's depasits and invesiments is
$1,231,862 a5 follows:

Primrary Componzat  Fidusiary  Ropomting

Ciovomment Einit Unit Enniry
Cash on Hand -
Prtry eash and cash or hend 5 250 3 b1 . - f 300
DPraposiiy with Finspedal Instinations -
CheskingMoney Market Bag.638 56,8462 93456 1,098,956
Savinps/Cenificates of Deposit 132,706 - - Lirmg
Total Deposits L0748 504 6012 95436 | LI31.962

Reconciliation To Cembined Balange Sheet

Reported a3 Cash and Cash Equivalants -

Petty Cash and Cash On Hand 50 30 - LI
Cash in Checking/hlonsy Marke=t 346,635 56,362 g3,.456 1,008,956
Cash in Saving a907 - . a0
Toti Cash and Cash Bquivalants
Reported on Combinad Pafanee Sheet B3 T0S 5a412 BEASE | 1 I00TAY
Repartsd as Investments -
Chs 111,750 s - }311.799
Cirand Total - Combinad Datancs Sheet 31078504 5586917 5 95436 SL2ILA43
Deposits -

The City's investment palicy and Aet 217 PA 1982, ps omanded, onthorizes the {ity te deposit in
certificates of deposit, savings accounts, depository aceounts er dspositery receipts of o state or
nittionally chartered bank or 2 state or federally chartered savings and loar associatien, sovings bank
ot credit uition whose deposits are Insured by an 2gency of the United States government and which
mainiaing o principal office or bmnch office located in this Statz under the laws of this Siatc or the
United States, but anly if the bank, savings and [oon association, savings bank or ercdit uttion i
clipibie (o be o depository of surplus [unds belonging to the Siate under Section 5 or 6 of Act 103 of
the Public Acts of 1853, as amended, being section 21,145 pnd 21,146 of the Michigen Compiled
Laws,

Federal Deposit Insurence Corporation (FIXC) cegulations previde thot deposits af povernmental
umiils ore 1o be separately insared for the amount of SE00,000 for deposits in an insured institution for
savings and demand depasits. Furthermore, if speeific deposits are regulsted by statute or bond
indeniure, these specific deposits are W be separately insursd for the amount of $1{0,600.

As of June 30, 2004 the hank balance of the City's deposits were 51,230,800 of which 5285,378 was
FIUC msured with the bolonce 3954 422 uninsured and uncoeilaterlized,



CTI'Y OF DURAND, MICIHGAN

NOTES TO FENANCIAL STATEMENTS
JUNE 30, 2004

NOTE 4« RECEIVABLES:
Regeivables in the governmental pngd business type activities are as follows;

Oovermmanial  Business Type

Avtivites Artvities
[mierest amd accounts 5 15,818 LS 5 A I ]
Special Asssssmuus 24,729 -
Intargovemmental -
Federal/See 16,306 -

Pemdaldf 2 _ZALIZL

Oovernrental funds repont deferred revenue in connection with receivitbles for tevenues that are not
considered to be availabiz to liguidate Habilities of the curront period. Governmentat funds afso
defer rovenue recognition in connsetion with resourves that have been received, but not earned. At
the ond of the current fisenl year, the virious components of deferred revenus ond uneamed revenus
seported n the povemmental funds were as follows:

EInavailable

Non-Major Governmental Funds -
Speeial Assessments s 20,02

NOTE 5~ CAPITAL ASSETS:

'rimary Goyernment

Capital asset activity of the primary government for the year ended June 30, 2084 was os follows;

Julv |, 2043 Junz 39, 2884
Bolanes Addigons _Deletions. . Aalanse
Goveromenial activities:
Capiaf aasets, not being deprociated:
fand 5 o6412% 5 39483 5 - 31003610
Constiuetion In progress LI%EE3s 45566 _L242.701 .
Total eapital assets, not belng deprtcotated 2060264 B5.na7 LR HEH Looiein
Capital assets, being deprecisted:
Buildings and improvemants 2,255,754 1,035,083 - 3150812
Infrastucture - MFF B - 207,618
Mackinery and equipmeant BT 14,571 16,566 B53,575
Yehicles of13 2R 23 B4} 21 B0n af% 462
Towml capital asszts being deprociatd 4026432 LIREEID 48772 238,792




CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 34, 2084

NOTE 5 - CAPITAL ASSETS — {cont'd):

July 1, 2003 Iime 36, 2004
Balanee Auldivions Erelerinng Balinee

Leas accurmelated deprivetation for

Buildings and improvemsnn OB 5 5BG62 % - 5 BALES4

Infasrusture - 5574 - 5574

Mlachin=ry prd equipmant AFE A6 73,043 26,360 533,681

Vehirles 392528 g7.010 ] il aaR.6ea2
Tatal accururlated depreetation ERLR (24 2015 309 48,772 1578 74
Total capital assets being dopreciated, net JMMAIR LIG745T - IIBL0GE
Govornmeninb actvities capital assery, nst § 4360552 SLIGATIG 51343701 24257600
Huginess Tyae Aetlvitisy:
Copital azsets, not being depreiarcd:

Land F5i 400 5 - % - 5 151,400

Construction in propreas 315 B 35 430 150 162 2406
Tota} capital assety, not being

dapreciated 477,208 46,438 el 1 135,476
Capiml asszn, being deprecinted:

Bailtdings and inrmprovemenia 3,784,514 - - 1,784,514

Bhlachinzry and equipment 825,195 - 3,878 BiBE2

Waste Warrr Syatem 4,088,803 Psb, 088 8,632 4230056

Water Syziem 4,003 048 126131 = 4 G ATR
Towl capitat assets being depreciaied 2 ) EXLRNG 12,518 1At 36k
Leas sceumulated depreciation 4 613 D05 257.917 12,516 4 £57.507
Total Capitad pssels beipg depreciated,

net T 440065 118,390 T 530 B0
Busincss achivitics capital aascly, net GIRIFI OS5 I6TII0 5 3SRA6D 8 7735 %40
Compenent Undt (DTA):
Capisal assets, being deprociaied:

Street Hphis IOt S - & 5 26300G

Drgin itrprovernentia 48,080 - - 48,000
Towl capital saszts heing depregiatzd 252,000 - - 252,000

Less accurmitated deprecittion &2 OR6 FRv, = it B4R
Total capital assets being drpreciated,

net 1R2520 8. L8 S..-132,168




CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2664

NOTE 5 - CAPITAL ASSETS ~ (cont'd):
Depreciation expense was charged to functions/programs of the primary govemnment as follows:

Oovernmental astivities:

General Guvernment £ 21,488
Public Safety 4,294
Public Waorks 6,883
Recreaton and Culiund 47,558
Total depreciation expense-governmenial activities S 7320}
Business-ype potivities:
Water Fund 5 100,779
Sawer Fund __ 18738
Tota} depreciation expense-business-type astivities 237917

In zddition there was depreciation of S130,188 in the BEguiprment Revolving.

NOTE 6 - PAYABLES:

Payables in the governmental pnd business-type activities ave as follows:

CGovernmental  Bosiness-Tyne

Agtivities Actvilizs
Avcounts payablednecraed Hohilities £ 438958 % 31,158
Accrued wages and fringe henefits 14,721 3763

Bmeida A 5 3ONT

-1 -



CTTY OF DURAND, MECHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 7 - ENTERFUND RECEIVARLE, PAYABLE AND TRANSFERS:

Ths composition of mtarfund balances os of June 30, 2004:

Buc TefFrom Other Fonds -

Hacaivahle Fund Pavable Fund
Genernl Fimd Optimist Pork
Loeat Street Fund General Fund
Street Fund L.ozal Somet

Total Governmental funds
Water Supply System Wastewaar
Advanee Te/From {Hher Funds -
General Frand Wastewater Fund

Transfers From{To Other Funds -

Transfors In Transfars Our
L.ocal Strect Fund Major Street Fund
Building Inspection Fund Gigneral Fund
Fire ot Debt Retirement Fund Gonerat Funid
Indusirinl Complex Fusd Generat Fund
Fire Halt Fend {icneral Fund
DUS Centennial Fund Grnerot Fund
Optimist Pork Fund General Fund

Totsl Transfers

Transfers Te/From Primary Government snd Component Unit

Trangfers In Transfers Chat

A Gereral Fund

- 3] -

Ampunt
5 100,052
19,788
LE Daf

121,386

82776

Sl

DLt
§ 18,000
16,100
34,120
1,500
FAH1Y
1,060

2008

2. E22

ARt

310400



CITY OF BURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 36, 2004

NOTE B - LONG-TERM LIABILITIES:
PRIMARY GOVERNMENT -

Tha following is o summary of changes in the long-teem Lighilities (including eurrent portions) for the
year ended June 30, 2004

Batance Balanee
by i, Fune3d,  Due Wikin

Ian1 Addivtans  Redustione 200 Enr Year

Cinvenunanial Activities:

Croveromenta Fends -
2007 Limied Tax Bond 275090 8 - 5 3o 5 200D OB 25,0940
1001 Sewer Balonding Band S16 000 - 25008 KTl L0
J0HIE W pter Refumding T AT 000 - 2% [0 2 53R SEANG
‘Total Governmenia) Funds 2 &0 000 " o5 {id T I65 000 {LIEAILE
Intzroal Service Fupd -
tnatadbment Eoans G053T “ A8442 54,045 17,544
Corpergal=d Abszhess 1000 - s 2.4 =
Fotat faterma Service Fund SELR NS = 05.0M 2065 0 17 el
Tatal Govemnmetyd Activilies 3063 &3% + IEEILEY TAXETIE LET A
Musipess-Tyoe Activitis:
Ent=rprise Funds -
Wastzwater Fund ~
Wastzwater Fregtrsnt
Bonds, Serieg 199 1465 000 n FEREL 135,000 30000
Wastzwater Treatment Honds,
Srezica 193 1,175,000 - 15009 1,140,000 15 000
Compensaicd Abssnios LBEL - 225 3461 -
Water Fungd —~
Cotrpensated Abscnees piLLs] . 3,740 744 :
Total Business-Typs Activitics IR T4 . G465 LATIALN 63008

Aganey Frf -
Empioyee Denefit Fapd -

Cuompreazated Abscaces 22033 - TIE4 35483 :
Tatal Batity Primary Government 5 3348500 £ - B _ZELGRD RALMGGEE B RAIGH

Significant details regarding outstanding fong-term debt {including current pertiens) are presemed as
follaws:

{Geoerni Obligation Boads ~

S450,000, General Obligation Unlimited Tax

Sewer Refunding Bonds, doted July 17, 2081

due in annual instaiiments of $215,004 1o $50,000

through Moy 1, 2015, with interest ranging from

4.505%% to 5%, payable semi-anpually 3 385000



CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

NOTE 8 - LONG-TERM LIABILTTIES - {cont'd):

2,255,000, General Obligation Unlimited Tax Water
Refhmding Bonds, dated Jely 17, 2001, due in annual
instaliments of $50,000 10 $2835,000 through Moy §,
2019, with interest ranging from 3.3% to 5%
semi-zansatly 2,135,008

$300,008 Geoeral Obligation Unlimited Tax Bonds,

dated Qetpber 7, 2042, due in annusl instalimenis

of §25 000 1w $35,000 dwough May 1, 2012, with

interest of 2.25% tp 3.85%% payeble semi-annualiy 250 600

§ 2765 060

Wastewnter Treatment Bondy -

$250,000, Sewage Disposal System Revenue Bonds,

dated July 1, 1999, due in annual installments of

$30,000 to 540,000 through July 1, 2008, with interest

of 4.5% payable semi-annually $ 135000

$1,308,000 Sewape Disposal System Revenus Bonds,
dated Sepiember 23, 1999, duc in annual instaliments
of $35,000 1o 5100,000 through May 1, 2818, with
interest of 5.30%% to 5.65%0 payable sani-annualty

Trstsliment Loan Fund -

The City has entered into 2 vendor finanging agreement to finance the purchase of a fire ruck,
The vendor subscquently nssigned its inferest in the contract to a local bank to which instatiment
paymants are mode by the City on & guasterly basis. The balance ot June 30, 2004, for
instatiment loan of the £ty reported in the equipment revelving fund was 554,043,

Compensated Absences -

In pecordance with contrasts negotinted with the various employee groups of the City of Durand,
individual employess have o vested right upnn teomination of empleyment te Teocive payment for
unused vacation and sick leove under formulas and conditions specified in the contracts. The
doliar nmount of these vested rights has been acerued on the {inoncial statemeamts in the Water
Fund, Wastewater Fund, Equipment Revolving Fupd and Employee Benefits Fund in the
amounts of §749, 53,661, 52,731 and 535,463, respeetively ot June 39, 2004,
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CTTY OF DURAND, MIICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 16, 2004

NOTE § - LONG-TERM LIABILFTIES - (cont'd}:

The annuat debt service requirements to maturities for the long-term obligations outsianding at June
30, 2604 {cxcluding compensated absences) are as folows:

Wastowater Treabmess:

Year Ending Genersl OhHimtinn Bonds Elamt Blroeedy Lstalbmet Linan
2075 SOIGo0an 0§ 125347 3 S3008 $ BTTES 5 1048 & 2362
plsiE) 115,000 113 548 63,000 64,398 I8 370 1436
ey 125,000 118,707 FLAvE 61385 A 508
2008 148 684 113,987 75,000 Ly gLl - -
2009 150,000 103 477 FOEE DOG 34500 - -
HHE2814 EliaREl 435 341 50 0040 Ik 30 -

251520 9 1230000 104 ion LA R 55 W40 * -

COMPONENT UNTT -

The following is a surmmary of changes in long-torm Habilities (inchuding current portion) of the
Component Unit for the year ended June 30, 20044

Balancs Balance
July 1, Jurs 38,
IR Addidons Reductions 200t

Brwniown Development Asthority -
Tax Insremant Developrment Bomds S 135000 0§ = 520000 S 113000

5225,000 Limited Tax Genmral Obhgation Tox

Incrament Dovelopment Bonds, dated December 7,

1994, due o annual instaliments increasing fram

$20,000 10 825,860 through May 1, 2009, with

interest ranging fom 5.00% to 7.00% payable semi-

annunily S_115.00

The annoat debt servive reguirements o malwrity for the long-term obligatians eutstanding ot Junc
36, 20843 are as follows:

Year Ending Nevelopmant Bonds
June 30 Princhpal _ Interest
1095 5 26,000 5§ 6,556
1006 23,060 5,324
2067 25,0600 4,576
2008 25,008 2,500
2009 23,000 1,250
S115.000 $19.706

- ik -



CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
FUNE 38, 2604

NOTE % RETIREMENT PLANS:
I'iag Descrlptios -

The City of Durand participates in the Municipat Ermployees Retirement System (M ERS), a muliiple
cmployer state-wids, public employes defined benefit pension plan created under Public Act 135 of
1945, and now operates under Public Act 230 of 1996, and the MERS Plon Document as revised.
LIERS was ¢siablished to provide retirement, survivor and disability bensfits on o voluntary basis te
the State of Michigan's local government employees. Act No. 427 of the Public Acts of 1584, a3
amended, establshes and amends the benefits provisions of the porticipants in MERS. The
Municipa! Emmployees Retirement System of Michipan issues a publicly available inaneial repon
that inchudes financiel stytements and reqguired supplementary information for MERS. That report
iy be obiained by writing to the Municipal Employees Retirement System of Michigan, 447 N
Canal Road, Langing, Michigan 48917 or by calling (800) 767-6377.

Fuadizg Policy -

The plan adoptzd by the City Council requires no member contributions. The City is required to
contribus a1 an retuarially determined rate; the rate for 2004 was 7.0195-13.74%% of payroll for
genieral government and polics/fire departrnents, respectivaly. Tha comribution requirements of plan
members and the City are established and moy be amended by the City, depending on the MERS
contribution program edopted by the Ciny.

Anpoual Pezsion Costs -

Tar fiseal 2004, the City's annual pension cost of 581,349 for MERS was equal to the City's required
and actual contributions. The reguired contribulion was determined as part of the December 3,
2002 actuarial valuation wsing the entry age actvarisl cost method. The astuarial assomptions
included (2} 2 rate of return on the investment of present and fbture assets of 8.0% {b) projested
salary inereases of 4.5%4 per year compounded annuatly, attributable to mflation and (g) additional
projected salery ingreases ranging from 0.0%% to 4.16% per year, depending on age, atiributable to
scniority/metit. The acmarial value of MERS asscts was determnined on the busis of evaluatien
method that assurnes the funds cam the expected mte of return (830) and includes an adjustment to
rofiest markes valuc, Unfimded actuariad acerusd Babiliics, iFany, were amortized os a level peroent
of payroll over 2 prriod of 30 years.

Three-Year Trend Infermation

Fiscal Year Porcentape
Ending Annual Penston of APC Net Pansion
June 30 Cotts (AP Cantribution Oblieation
2002 L iy 190 %% 5 -
2001 82,405 100 -
2004 %1345 i1 -

-35.



CITY OF DURAND, MICIHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 39, 2004

NOTE - RETIREMENT PLANS - {cont’d):
Scheduls of Funding Progress

Acnaarial Linfnded

Actaariab Agenued {(Overfunded;  Funded
Acmiad Valpe of Liabitity  Acerued Liability Ratio Covered UAALas 2%
Voluation  Asscls (AALY Bofry Aze (LJAAL) AAL Payrolt of Coversd Payroll
Datr {a} £y (b-a} ) £} (fhaie)
201 2.499.090 2858366 360,276 BF 034,964 319
QK2 2,505,308 3,032.069 515 94l 83 GG 380 if
2083 1,606,6L0 3,143,303 516,693 84 055518 54

NOTE 10 - POST RETIRENENT BENEFITS:

In addition o the pension benefits deseribed i Note 9, the City provides Health Care coverage for
retired employees with twenty-five (23) years of service and for employees with less than tventy-five
(25) years of serviee, if age sixty {60) has been reached Emplayees receive upon retirement and
cligibility for ¢ peasion fom the City, four percent (435} per year of servie, paid toward the above
statedd goverage. The expenditures for the post-retdrement bealth care benefits are recognized on z
pay-as-you-go basis. The expendineres for retirees health insuranee amount te 570,158 for 2004,

NOTE 11 - RISK MANAGEMENT:
Cieneral Lishility

The City participates in the Michipan Moenicipa! Leapue Liability and Property Pool Habelily
insurunee prorrun. [n general, the City carries $10,000,000 of Hability eoverage and approximaicly
316,965,000 of propenty insurance with 4 $1,000 per cloim deductible on property and computer
cquigment, and a $230 per claim deduciible on equipment and mechanical systoms,

Warkers' Compensation

Tha Ciry participates n the Michigan Municipa! Workers' Compensation Seil-Insurance Fund
administered by the Michigan Municipat League. The Fund provides coverage for workers'
epmpensation clnims subject to o maximum {imit of 3500,000 per otcurrence.

NOTE 12 - CONTENGENCIES:

The City receives financial assistance from federal and siate governmantal agencies in the form of
grants. The disbursement of funds received under these programs generally requires compliance with
tormns and conditions specified in the grant agreements and is subject 1o audit by the grintor ogeneiss.
Any disallowed claims resulling from such sudits could become a linbility of the Gensral Fund or
other applicable funds. However, in the opinion of managoment, sny such dissHowsd claims will not
have & materiz! effeer on any of the finaneial stattsnents of the individual fund types inchuded hersin
or on the overall Snancial position of the City at Tune 30, 2004,
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CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004

NOTE 13 - FUND EQUITY ~ RESERVEDESIGNATED FUND BALANCE/RETAINED

EARNINGS:

Reserved Fusnd Halanes -

Fund Balener has been reservied in the following funds to indicate o portion of fund balanee is not

avaifzble but reserved for a specific purpose at June 30, 2004,

Prlmary Goveroment -
Gepernl Fund -

Advancs to Other Funds
Prepaid apd Deposits
Park Dronaton
Drug Forfeiture
Playpround Development
Inventory
AFD Liniy

Majar Stect - (Special Revenue Fund}
Inventary

Other Governmanial Funds -
Loeal Steest Fund
{nventary
Fire Hall -
Prebt Service
Indusmial Complex -
Capital Projects
Flepot Restoration -
Capital Projects
Optoriss Park -
{apital Projects
003 Watsr Dond-
rebt service
2001 Wastzwater Trealmest Fhant Fand -
Bt Services
Totat Char Govermm=ntal Funds

‘Total Primary Govenument
Component Tinjt -
Downtown Developmant Autherity -

Friduy MNight Live
Fagads

Resorved Retoined Earnings -

Hetained Earnings has been reserved In the Water Fund ot Juns 30, 2064 in the amount of 315,000 10
indicatc 2 portion of retained earnings is eserved for well head protcction and 163,101 for Debt

Servive payroonts.

w37 -

3 74481
iR Gat
23,458
13,72

I8y
483
&,

159,213
3 339
2,750
3,253

41
8,626
.
59,490

16,657
Oly 543

25140

3 GBI
2001

I EA)) ]



CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JUNE 38, 2004

NOTE 14 - PRIOR FERIOD ADJUSTMENTS/RESTATEMENTS:
A prigr peried pdjnstment of $122,349 was made to the General Fund o recopnize non-exchange
state shared revenues collected within 99 days. In addition, a prior period sdjustment was made 10
both water supply system and wastowater engerprise funds in the pmount of 54,300 cach to recognize

unrecorded payables.

As of and for the vear ended June 30, 2004, the City inplomentcd the foflowing Oavernmental
Acsounting Standards Board pronouncements:

Statements

N0, 33 ~ Accounting and Finuncial Reporting for Nonexchange Transactions

» N0 33 - Basic Finanelal Statements - and Management's Discussion and Analysis ~ for

o  Stte and Local Governments

* Mo, 36 ~ Recipient Reporting for Certain Shared Nonexchange Revenues - An Amendment of
[7ASE No. 33

v No. 37~ Basic Financial Statements ~ and Management's Discussion and Analysiz - for
State and Lecal Governmenis: Omnibus

»  No. 38~ Certain Financial Statement Note Disclosures

Interpretation

*  No. @ Recognition and Measurement of Certain Livbilities and Expesditures in
Governmental Fund Financial Statemenis

The above pronvuncements are alf related to the new financial reporting requirements for ol state
and kogal governments. The mare significent of the changes required by the new stendards inchude:

+ Mlansgement's discussion and analysis;
Basic financial ssatements that inchude:

»  Govoroment-wide fineneisl statements, prepared using the economic resources
mensurement focus and the accrun! basis of accounting;

» Fund finanaial statements, consisting of a serics of statements that focus ona
governmant's major governmental funds and enterprise funds;

s Schedules to reconcife the fund finoncinl statemenis (o the govermment-wids financial
statemants,
MNotes to financial siatements;
Hequired supplementary information, including certain budgetary schedules.
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CITY OF DURAND, MICHIGAN

NOTES TO FINANCIAL STATEMENTS
JEINE 30, 2004

NOTE 14 - PRIOR PERIOD ARJUSTMENTS/RESTATEMENTS ~ (cont'd):

As a result of implementing these pronouncements for the Bscal year ended June 30, 2804, the
Lsltowing restalements were made to net assets at Junse 30, 2003:

Govarnment-wide fingneial statements. Beginning net assets for governmental activities were

determined as follows:
Govermmerntal Copmponsnr
Ao Hvites Lot
Fund balanses of gener! and speeial revenus
funds as of &30/ 5 E94.213 5 48,440
Prior period adjustment 132,340 =
Fund balancey of genera) and spetial mvenue
Funds as {restated) of 630403 LOE, 2 38,440
Aubils capital assets ' 4,543,772 155930
Add: deferred ravenus 5,185 -
Less: acomrmebsted drproniation on capital assel {  825569) -
Less: bood/notss payablz £ 2380000 £12,000
Less: aczrued ntevest on beadfnotes payable { 10,754) { 633}
Ackd intornal service net assots §97,78% :
Net Assats at 63003 52867448 5 _1MTIR

NOTE 15 ~ SUBSEQUENT EVENTS:

On September 2, 2004, the City of Durand entered into an installment purchase agreement to finance
n purchose of reol estate in amount of 5480, 000, The note is payable over fifteen years with interest
rate pf 4.253%5

COn Qctaber 12, 2004, the City of Durand issued S400,000 long-term peneral obligation bond for
waler and sewer capilal improvements. The bond principal payments ars due on the first of Qctober
over seven years from 2003 ta 2012, The interast rates vary from 3.3% to 4.15% and the interest i3
payable semi-pnnuaily,
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REQUIRED SUPPLEMENTARY INFORMATION



Reveies;
Taxes
Licznses and peomits
Intarpaverpmenial -

Federal/Siale

Charges for services
Finza and forfeits
Itereat and ety
Osher

Expendiures:
General Qovartmmeny -
Legislative
Ciry Manager
Blzotiony
AsIEAsar
City Clerk
Treasieey
Cicnzral administration
Planminp

Less: Heirmborsemzn! from othar finds

Towl General Governmemt

Public Saleoy -
Polite deparment
Firg department

Pablic Works -
Ditogtor af public works
Deprartment of pablic works

Regrmanionat and Culhead-
Patks and tecyoation

Tatad Expenditioes

Excess of revenuzs uver (under}
expradiiures

CTEY OF DURANID, MICHIGAN
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND DALANCE

BUBDGET AND ACTUAL

GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2084

Varares with
Final Budpet
Budpet Pogitive
riptnat Final Actua (Tsezative}
5 1,000,300 % 1047300 b 952,994 k1) 14,304}
28,400 25,900 WA it
G08, 000 36B,750 5la. 805 { 33045}
201043 10 568 4 E53z
$0,000 13,500 A T3
10,000 17,500 17,505 0%
. . 44,176 34176
693,800 1,653 450 651445 | 2005}
15,400 13400 11,938 3,464
93,650 01,658 L 2438
B,604% -+ 7 hiyee! i
19,400 prat A 1113 12,314 A
162,300 162,366 153,795 T.905
LE5,100 T R3] 115511 4 I
282,800 M9, 708 REEEE i) 2,238
0,700 16,600 164640 40
728,050 737,850 T 15,475
i 2000 | IIG0000 226,000 -
S02.050 513450 496,375 P5ATE
582,300 563,550 N7 ¢ I
14,000 R 700 L 102 ¢ A 407
688,300 [TFER AL 575,832 { 22,00
60306 68, 8040 46,390 2410
387,200 IEHD 360,053 8807
454,500 438,730 416,443 13307
41 800G 67.200 85033 £17, 5311
L103.650 LETE 400 1,683,683 £12.283)
£ i385 ¢ Lo £ JEA3IAT o 14,258)
Contineed
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CITY OF DURAND, MICIHGAN
SCHEDULE OF REVENUES, EXPENDITURES, AND CIIANGES IN FUND BALANCE

BIDGET AND ACTUAL
GENERAL FIIND
FOR THE YEAR ENDED JIRNE 2§, 2004
(CONTINLED)
Varimnee with
Freal Budget
Budret Pasitive
Oirfginal Finai Armal Meoative}
Other Financinp (Usesh:
Fransfer Cut-
Buiid‘m; 3 - 5 B.EOMY 3 143111 . | E500)
Industriat Complex - 4 1100 1111 S| I, 400}
Fire HoH Dt { RSN 1) B L | kLN Wai) ki
PN Centenpial Commisaion . - { HLooor o 10,0003
Fire Hal Debio - { 70000 TeHn Hi)]
Crprimist Park - - 20040 2,000}
{ 4080 apasm G183 14,388}
Transfer to Componan Usnds-
Downtown Development Authority - 10000 o 10,8
{ 2150 SORN FLRE I4,.856
Exgess of revenues over {undar)
sxpenditures and other uses { G000 TeOEy Bg 168 20, 168)
Bund Balance a1 bepinzing of year G H3E 651,831 651,81 -
Prinr period adjustment - . 122349 122,348
Frrd Uslance 0t beginning of yoar vestted 621 BT 691831 214,180 122,344
Fund Dalanes ot «nd of year g 69t B33 % 691 .43 3 tigasile 8 244,605
porurun iy it Pty e s i e e e ————
Canglucdd
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CITY OF DURAND, AICEIGAN

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

BUDGET AND ACTUAL
MATOR STREET ¥FIIND
FOR THE YEAR ENDED JUNE 34, 2004
Wagianze Wih
Final Budget
Budost Fositive
Oneinal Finnl Actal Cvpitive)
Revenues:
Interpovernmental -
State 5 174,300 § P30 L HEDYa2 5 4,642
Interoat Joh 3043 14t { 155
Other - - 40 48
74,600 L 74,890 P83,123 8,523
Expendituires:
Pubhic Weorks -
Admainistration 6, 004 RALLY 6,003 -
Mamtenanse 18, KD 116,700 $2.319 66,3314
Winter Maintsnance 31880 A1.500 21,543 5.957
156,500 Eag.600 8,262 76,138
Excass of rovenucs pver
expendinres R FB.000 R 1Y B2.56!
Other Floancing Lises:
Translers out -
Losal Soee: Fund { O o 18,0000 18,800} -
Exzeas of tevenoss atd oiher sourges over
eapenditures and other wses - - B2 851 52861
Fund Nalance at beginning of year 78,504 28,305 78,206 -

Furd Ralance (Deficit) at ond of year S 3836 3 78,306 T 161367 5 32861
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OTHER SUPPLEMENTARY INFORMATION



CITY OF DURAND, MIECHIGAN

WONMAIOR COVERKMENTAL FUNDS

ASSETS

Cash and cash equivalents

Spreiat Asszesments Reegivable

[tu= from other gavernmentat units -
Fedaral/State

D from other fmds

Inventery

Tola! Assols

EIADILITIES AND FIIND BALANCE

LishiHiles:
Accounts payable
Acsruzd Habilities
Dhs bo ather famds
Prue to other govemmenial units
Preferred revenur
Totat Linbititics

Fund Balanee:
Heserved -
Inventony
Caopital projects
bt service
Linresarved -
Frndesipoated
Tuta) Fund Balanco

Total Liabiltes uod Fund Balance

COMBINING BALANCE SHEET

JUNE 38, 2684
Special Revenue Funds
s

Local Sidewalks Butlding {enicanial
Street Sireet iz Curbig Inspection Comumission

5 - % gaamy g ER.696 7 5 7.557
15,576 9153 - -

12,16 - - - -
10,738 1046 - - -
2,780 - . .

5 25674 5 1R B48 3 27,845 a7 ] 785
5 - 5 - 5 - - £ 500
190 - - -

FEO4G - - -

- 10, B6H AL - -

11,230 10, R63 9,133 506
1730 - -

.65 10r7 978 FR.695 27 1057
14,438 187,978 FR.604 Ly 7057

£ 2567 8 IIAEGE S TTHRAG 75 7.557

.33 -




Tiehs Service Fupids

apital Projoet Funds

201
Firs Wastmwater L) Inchasriad Dlepaot Opirrist Fire
Hall Ticatment Plant Water Bond Comples Restorgtion Park Hall Totat
L 3,233 5 l6aps2 8§ FaA498 41 ) 12,247 5 - 210,187
- . . - - o
- - - - 104,059 113,165
, - - - . 23R
- . . - - 3185
5 3283 8 16652 5 59400 o 41 L 12,247 X 5 HOLO5Y 375605
5 - 5 - T - b - b4 - 500
- . . - . - Th
- - - - - 100,852 116,008
- - - 3831 - 360
- - - - - 243021
- - I FHE 5D 135 434}
. R . - - 2, THi
- . - 31 &G 7 8,574
3,253 16,657 54490 - - T A05
" - . - " - Fa5410
3.253 16,6052 50,400 41 4,625 7 RELIS )
$ 3253 S 16652 S 54490 41 S 12247 S 100059 371,695




CEYY OF DURAND, MICHIGAN

NONMAJOR GOVERNMENTAL FUNDS
COMBINING STATEMENT OF REVENUES, EXPENDITURES ANTY CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2084

Soepial Hevenus Fundy
IS
Local Sidewalky Huilding Centennial
Somet Street & Curls Inspection  Comumission
Revenuos:
Taars ] - 5 OE5EID 5 - % - % -
Licenzes ond penpits - - - E 157 .
Intergovernmenti-
FederabfS1are B3} - - . -
Interost & 170 134 - -
Special 2ss2s5ment - 5,694 0,940 - -
(nher - - - - -
Tawl Revenues 41027 91684 D.UsG B.151 -
Esxpenditopes:
Current -
Public Safety - - - iR430 -
Public Warks B 003 - 15,766 - -
Pazrk nnd Hecreanon - - - - 2543
Capital Qutlay - - - - .
BPrebt Serviee
Prinsipal retiremant - - - - .
tnierest nngd fisca! chorpes - - - - -
Tolal Exprnditures 89,003 " 15,740 KL 2843
Excess of revenuss over (inder} capanditarss £ 6,976} 9GRS f 5807 ¢ i027HY | 2,543
Oibier Flnancinge Sourges:
Trinsfors I L5000 - . 10300 10,003
teet Change in Fusd Balance P Gle64 | 5BG7y 27 1,057
Funit Balancos at begincing of vour Joild 10204 b 513 - *
Fund Balanees atend of year g k438 5 H)7OYR % IR0 0§ T 5 7,057
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Debn Serviee Fuuds

CUnpital Project Funds

260
Fire Wastewatar i Industrial Drepot Orptimist Fire

Hall Treatment Plant  Watcy Bond Complex Restomtinn Park Hall Total
- 5 4a012 0§ 18345 5 - 3 - - 5 - 5 285282
- . - - - 8,157
- - - - . - - B2.021
- 13133 06 - - - 893
- - . . - . . 15,634
- - . - - 4,654 - 4,688
- 46,203 153,956 - - 4,688 - 306,674
- - - - - - - 18,434
- . . . . . 104,769
. . - . - - . 2,943
. . . 1477 - 6,392 1359 15,728
25,000 25,000 3,008 - - - - 95,000
9,120 19.350 101,875 - - - . 130,343
34,120 43,358 144,875 LAY - 6,392 F58 6725
3120} 1,453 108t 1,477} * ady 73549 29454
33028 - I.500) - 2,500 7,00 H}.o%0
- 1,853 7,081 I3 - 24 | 343} 113,348
3,23} i4,7099 §2.409 iR 3620 211 349 123 4748
3253 5 16652 5 30490 S 41 8 B6I6 7.8 . S5 1367265
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CITY OF DURAND, DRCHIGAN
SCHEDYLE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
DUDCET AND ACTUAL
FOR THE YEAR ENDED JEHNE 10, 21004

LOCAL STREET FUND

Varianes With
Firal Budget
Dudgst Positive
Cipinal Fiaal Aghual (eewative)
Revenues:
Inierpovernmental -
State 3 70,600 5 G5, 700 3 302 5 16,328
Intetest - i fi { B3}
0,600 5,500 B2OXT [y
Expenditores:
Fublic Works -
Adepinisration &, (K10 &,000 &,000 -
Mamteiamnes $6,300 75,000 70,582 J 48
Winter hiaintananse 22800 23 BUG 12421 1.375
B9, 184 103 B8 8o, G0 14,797
Excass of rovenues aver {undsn)
expanditirey { 15,500 IE00D 5,578) JEG2S
Other Financing Sources:
Trans o in -
Major Streat Fund 18,5008 38,000 18,600 ¢ 20,800
Excess of revenuss and other sourees aver
expenifiturss - - EE (23 5824
fund Balange at beginming of year 3454 JA 34k -
Fuud Balance at end of year 5 3.4 5 S4H4 5 14,438 3 11824
Lontinned
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SCHEDILE OF REVENUES, EXPENINTURES AND CHANGES TN FUND BALANCE
BUBDGET AND ACTUAL
FOR TEE YEAR ENDED JUNE 36, 2804

Revennes:
Taxcs
Speceial astzesmenta
Entoress

Expendiures:
Public Works -
hMalttonanse

fixeess of revenues over
expradityres

Fund Balance at beginning of year

Fund Balanoe at endt of year

Ruvenucs:
Intzreyt
Sprecial Assosaments

Fapenditeres;
Pubhiz Works -

Comimctad Services

Excess plrovenues wnder
cxpoaditres

Fund Balance at beginning of year

Fund Dialance at end of year

CTTY OF DURAND, MICHIGAN

STREET FLND

Yarjanes With

Final Budge!

Budeet Pasitive
Ciriming! Final Armal {eoative}

T E7O00 £ B1.O0G % BsEM 5 i, 180}
G.A0G &,400 5,654 4 o6y
60 gLk 170 f 136
93,780 93,700 DLE8E | 2,016}

o3, T8 &3, TO0 - 23,700

- - 91 688 1,634

18,294 16,254 6204 -

g E6, 20 5 15,204 S HRes s 91,684
prasiiiimnnnis e e ] T

SIDEWALKS & CUHADS FUND

5 - 3 - 5 LY £ ie
4,400 24400 G 940 { bl 4600
24,400 24,400 R { 9,441}

24 400 24 M 15,7660 B.634
¥ S 5,807

24503 24,503 24,503 -
5 14503 3 24503 3 IH6DG St 5 A0

Lominnad
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CITY OF BURAND, MICHIGAN

SCHEMILE OF REVENUES, EXPENDITURES AND CHANGES IN FUNT) BALANCE
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 10, 2004

BIFELINNG INSPECTION FUND
Vardapes With
Fral Budget
Budpet Positive
Quigingl Final Artaal {Mziative}
Revennes:
Llcencas amgl permits -
Bufding peiits 5 i1gBO0 5 8,808 3 8,157 5 157
Expenditursa:
Public Safety -
Administration 1,500 L5608 3000 { E30m
Building inspection 15,300 15,300 L5430 £ 13
16,500 16,80 15,430 { E610}
Excest of tevenues under
experadinres - { BEOO}  f I3y 1,473}
Other Fissneing Soarces :
Tranyfertin - - B, 284 168,300 1,560
Excess of revenues and othey sourmces
over expendinres - 27 27
Funi Balance at bepinnisg of yeur 3 3 3 -
Fuid Halance at end of veur 5 3 5 33 ] 5 X7
DS CENTENMNIAL COMMISSION
Expendiiores;
Park and Recreation -
Supphics - 1 3g &l
Printing & 904 24004 1,996
5 MK} 7543 1057
ther Finanginy Sonrges (Tses):
Transfenin - 5.000 16.000 5,800
Excess of revenngs and other sources
over exponditures - - 7057 Th43
Fund alance ot bepinning of year - - -
Funitt Palancs 2t end of ysar 5 5 - 5 7.037 3 2543
b Lriiasin Pt e
A0 Copclydad




CITY OF DURAND, MICHUGAN

AGENCY FUND
STATEMENT OF CRANGES M ASSETS AND LIAREITIES
FOR TIE YEAR ENDED JUNE 38, 2664

Balonee Bakanece
July 1, Fune 38,
2003 Addizions Raductions 2004
TAX COLLECTION FUND
Asscia
Cash g 242 5 21566802 5 13123317 5 38,507
L ——— p oo s e o e e s
Liabilitica:
Duz 1o other govermnmental umits 5 4,227 5 4477569 0 443450 . 38,597
Duc to gther funds - £2,166 P2168 -
Erndistmibuted tanes G5 - R -
s 522 5 4400035 T 2436060 5 38597
D e e e e ]
FRINGE DENEFTTS FUND
Axsels:
Cosh s &7,85% 5 1,637,283 £ },648,315 .3 36,859
Prepaid Insurance 25,625 28424 25,628 28,425

5 03,520 % 1LefA5HY ¥ 673943 ¥ B3.284

P mmnsrry)

Lizbilities:

Accounis Payable g 6,847 5 333 6hg 3 431,188 3 B545

Accrued Liabilivies 44,252 1204, 7S0 2,524 13 518

Acerned vacation and sick G HTE - - 42021
5 3,530 5 AT ATE % L5712 5 B%,284
T Al e y
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CITY OF DURAND, MAICIEGAN

AGENCY FUNDE

STATEMENT OF CHANGES IN ASSETS AND LIABILITIES

Asseis:
ash

Prepaid insurance

Liablitigs:
Accows payable
Acerusd liabilitiag
Due 1o other povernmen unigs -
e 1o other funds
Accruzd vacaton end sivk

FOR THE YEAR ENDED FUNE 30, 2084

Batanes Balanco
July 1, Juae 30,
2003 Additions Reductions 2004
TOTAL ALL AGENCY FUNDS
73,11} 5 3,793 B8RS 5 ATHLE2 -1 G556
25 613 2R.424 25638 28425
83,742 5 3822108 5 1797 % Iﬁ_LEEI
5,447 5 332,686 s 430, TRy 5 B,945
44,252 205,100 1215,524 33518
53122 4,477 565 4.444,353 38,597
- 12,186 12,166 -
1821 - - 42821
_?E.?*F:". % g 127511 . _§ £,102,372 3 123,881
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COMPONENT UNIT - DOWNTOWN DEVELOPMENT AUTHORITY



CITY OF DURAND, MICHIGAN

BALANCE SHEET/STATEMENT OF NET ABSETS
BOWNRTOWN DEVELOPMENT AUTHORITY

ASBETS

Cash and cash ¢quivalenls

Actounts resgivable

Capltal Asseis oot of sequmizied depresiation)
Assets being deprosined

Total Assets

LIABILITIES AND FUND BALANCE

LinhiHiies;

Accounts payabie

Acorucd interest

Diur to other goverrunsntal niks -
Stats
Lasal

Mon-current Jabilitey
Crac within ene year
Due in meor= than ¢ne yoar
Totzt Lizhikifies

Foaed Bntnnce;
Investment in capital assels, nel
of refatad linbilitias
Reserved/Resorved -
Friday night live
Fasads
Lirteserved

Total Lizhihitics and Fund Bafance

muLLLLLLL

56934 §

JUNE 0, 2084
Governmensl GAZE 34 Statzmens of
Activities Adiutononey et Asscts

5 56,512 % - 5 36,012
e - 2z
- 183, 168 1R, 168
1) G034 8 R IR0 8 235,004
z b5 . - 5 bos
- 518 534
1,089 . F06%
3,942 - 4,943
28,000 26,000
- 05,000 05004
T P15 538 133 547
- 67, b0k #7160
Y44 " PRI
ol 113 - 261
Jren 8 518} J7a72
49525 68,617 EEE.537

5

182,160 S 239094




CITY OF DURAND, MICTHGAN

RAECONCILEATION OF FUND BALANCES ON THE BALANCE SHEET FOR
GOVERNMENTAL FUNDS TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
ONTHE STATEMENT OF NET ASSETS - DOWNTOWN DEVELOPMENT AUTHORITY
JUNE 30, 2604

Fund Balances - ol governmaatal fynds 5 48925

Ameus repontzd for Component unit activitics in the statemeny of not assoty
are different beouuse:

Capital pacts used i governmental activilizs are not frapcial resources
and therefore ars not teported in the fupds,

Capital assets 252,600
Acomuiated depraciation { 63,840

Long - tenn Labilities, including instaliments payable, are not dus and payable
in the eyrtent period and thevcfare are not eoportad in the fuads,

Loan instaliments payable { 115,000}
Arcrusd triorest { S35}

Nt Assets of Downtowr Development Authority acnvities $ 116,547
R T
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CITY OF DIJRAND, MICHIGAN

STATEMENT OF REVENUES, EXPENDTTURES AND CHANGES IN TUND DALANCES
STATEMENT OF ACTIVITIES
DIWVNTOWN DEVELOPMENT AUTHORITY
FOR THE YEARS ENDED JUNE M, 2804

Reventes:
Taxga
Int=rgovemmental sources
State
Interast
Chher

Expenditvres:
Current -
Pubits Works
Babt Service-
Principal
Tnieresy nnd fiscal chasgzs

Excess of revenuss aver (under} expepdiures
Gther Financlop Sources;
Translers from primary govemmast -

General Fund

Excesa of revenues and other sousess
over {under} expenditures

Fund Balanca at beginning of year as restated

Funesd Balancs ot end of yoar

GASE 34

Actual Adinsaments Fonal
L9 5633 % - % 39433
18,559 ER558
256 256
&.695 - 6,695
&85, 143 - 65,143
45,343 76D 53,13
J00G 26,0500% -
T8 & 110} 7665
Ti658 E2350% 11,308
{ 8,515 12,350 3,833
6 £HH - EEO0H)
1,485 2,338 i5,B3%
48 41 54,372 gz Nz
3 49925 % 65622 S 116,547
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CTTY OF DURAND, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGE IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES « DOWNTOWN DEVELOPMENT AUTHORITY
JUNE 38, 2004

tves change in fund balinces - governmental Ruads b3

Governmental finds report capial outlays o5 expenditures. However, in
the strement of acrivities the cost of those ausets is alloeated over their
estimuated useful Bves and reported as depreciation sxpense.

Depreciation expenss {

Repaymeant of the principal of long-t2rm d2bt conswmes the current Fnanrial
resourees of the pomponent fund, however bas oo cffzet on pet assels
Prineipal payment on lonp term Hability
Incteass in acemied interest

I .435

7,168}

20,004
Y

Changs in n2t assets of Downtown Development Autbority activities S

11,833
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CITY OF DURAND, MICHIGAN

SCHEDVLE OF REVENUES, EXFENDITURES AND CHANGES IN FUND DALANCE
DUDGET ANT AUTUAL
BOWNTOWN BEVELOEMENT AUTEHOIUTY
FOR THE YEARS ENDED JUNE 19, 2004

Varlance With
Fikat Badget
Dardpay Positive
COirisrinat t'ina! Actusi (verative)
Tievenues:
Taxes 3 S8, 101 5 38,7040 3 39,631 b3 &t
Intergovemmental sources .
Staln - 18,3040 13,555 { 259)
interest Sie edi11] 256 { 56}
fhher - - 5,603 { 4,695)
4100 58284 685143 { 4,941)
Expenditures:
Chrrene -
Pulkiic Works 13,400 +{1 400 45,883 5483
DProht Servive-
Principat 20,000 20,000 0800 -
Tnterest and fiscal charpes 7.800 7,884 7.715% { 23
41,206 GF, 200 T3.658 5458
Exress of rovenues over (under) expanditares - { wopm | 03 B | 12400
Cither Finnnting Sourgos:
Trans{ers from primary povernmeyt -
C=nzeal Fupld - FELODD 145 Gebe
Excess ol revennes and other sousccs
over (under} expepdifires - - E483 £ §2,581})
Fund Balanve at besinning of year 48 440 48,450 AB.440 18,443
Fund Balaree st end of yoar 5 48,340 3 JE 4D % 49525 8 b
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN ALDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNAIENT AUDITING STANDARDS

To the Honorable Mayor and
Members of the Civy Council
ity of Durand, Michigan

We hove sudited the Gnoneial statcments of the governmental petivities, the business-lype activitios, the
discretely preseniod component unil; eash major fund, and the ageregate rematning fund information of
the City of Durond, Michipan as of and for the year ended June 38, 2804, which collectively comprize the
iy of Durand, Michigan's basic Anancial statements and bave issued our repert thereon dated
September 23, 2004, We conducted owr oudit in accordance with auditing standards geneeally seeepled in
the United States of America and the standnrds applicable to fnoncind andits contained in Gevernment
Anditing Standards, 1ssued by the Comptroticr Geneoal of the United Staes.

Compliance

As part of oblaining reasenzhbie assurance about whether the Cihy of Durand, dMichigan's financial
statements are free ol material misstatement, we perlormed tests of its compliance with cortain provisions
of Iaws, reglations, contracts and grants, noncompliance with which could have a direet and material
effect on the delermination of financial statement amounts. However, praviding an opinien on
compliance with those provisions wag net an shjective of oot audit and, sceordingly, we de not express
such an opinfon. The resuhs of our tosts Jisclnsed ne instances of noncomphence that are reguircd to be
reported under Government Auditing Standards.

Euternnd Centrol aver Finaneial Reporting

In planning and performing our apdit, we considered the City of Durnd, Michigan's internal controt over
financisl reporting in order to determine owr auditing procedures for the parpose of expressing our
opinion on the Anencial stalcments and not to provids assumnee on the internal contrel over fnaneial
repocting. Owr consideration of the internal contral over financial reporting would nat necessarily
disclose gfl matters in the internal contret over finaneial reporting that might be matenial weaknesses.

A maferial wegkness is 2 condition in which the design or operition of ose or mere of the internal control
components does not reduce (o 2 refatively low lovel the risk that misstatoments in amaunts that would be
materiel in relation to the firancial slements being audited may aceur and not be deteeted within 2
timaty poriod by empleyees in the normal course of performing their assigned functions. We noted ne
matters involving the intorn! control over financial reporting and its operations that we consider to be
material weaknesses, However, we noted other matiers invebving the internal control over financial
reporting that we have reporied to management of the Chity of Durand, Michigan, in 2 separate fetter dated
Qetober 13, 2084,

1UFS Holland Avesue, Bt Huron, Michiian SB0BG 8510 9843829 Fax B30 984-894)
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This rcport 15 intended solely for the information and use of manapement, City Council and federal

awarding agencics and pass-through entiics and is not intended 1o be and shoutd not be used by anyone
ather than thess specified parties.

Wﬁa‘r’m . z&/%(}]
Certificd Public Accountants
Oretober 13, 2004
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‘Te the Honerable Mayor and
Members of the City Coeneil
ity of Dorand, Michigan

As you know, we have recently compleled our audit of the basic finangial statements of the Ciry of
Dyarand, Michigan as of and for the year ended June 30, 20604, In conngction with the audiy, we beliove
that certain changes in your accounting procedures would be helpful in further improving manopemont's
control and the opaational efficiency af the City’s recordkeeping system. These sugpestions are o resufl
of our eviluation of internal accounting controt for audit purposes and our discussions with management.
As notcd in the Report on Compliance and Internal Contrel aver Financiul Reporting Based on an
sbudir af Financial Statements Performad In Accordance with Government Anditing Standards, dated
Clctober 13, 2004, the conditions described below arc not cansidered reportablc conditions or material
weaknesses,

The City shouid review and document the administration elarges between the varions funds,

The City currently charges an adminisiration fee from the genera! fund to verioes other funds of the
City [or services provided by the goneral fund. This i3 o very commen and scceplable practice.
However, it i3 our understanding that the method of determining the eharges has not been reviewed
and updated in & number of yeors.

We rccommend that these charpes be seviewed and docurnentntions mointained on why, and the
amount that 1s being charped.

The fringe benefids for the Bepartment of Poblic Works should be aflocated to the fiind and
nctivity where the salaries are charged.

Currently sll poyroli taxes and fringe benefits for the Deprriment of Public Work employees are
charged o the Bepariment of Public Works in the goneal fund, However, the DPW cmployees work
i various funds and activities. Although their wages are charged 10 the fund and activity where they
work, the [ringe benefits are not allecated. As a result the City 1s not reporting the tue coss of
providing certain scrvices,

We recommend that the City derive a method of allocating the fringes that would corrclate with the
sataries that are allocated.

The zssessment fovied for Ambulacer Services shouid be reported as a Specizl Revenue Fond
as revenoes of $the CHy,

During the prior year’s audit 3 came to our ptisntion that the Cily assesscs a S0 fee to cogh ity
txxpayer [or the purpose of providing ambulance services. Currontly the assessment is eollecied in
the City's tax fund and pessed through to the company providing the serviee, Durand Vernon
Amtrtlance. However, because the City is the governmental unit assessing the foe and then
contracting with Durand Vernon Ambulsnee 1o pravide ambulance services, the assessment should
be collecicd and recorded in o separate Special Revenue Fund, The poyment for the service would
then be reeorded 23 expenditure, contrasted ambulanee services.

P70 Hedband Avenoe, Foar Huron, stichipan SBHAY  (BTEN SEGIH20 FaCi el 94000
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We recommend that o new Special Revenue Fund be estoblished to gocount for this sotivity, This
fund will require o budpet be adopicd in sccordance with PA 621,

Thu City should constder whetler the Durand Infos Stztion activities should be ineluded ss o
component wilt of the City.

Currently the Durand Union Siation operates us 2 scparaie nenprofit corporation fo account for the
operations of the Durand Union Station. It is our understanding thai the nonprofit was orpanized to
“support the rehabilitation, development, and maintenance of the Grand Trusk Union Station and for
the purpose of establishing the State of Michigan Reilroad Museum and Information Center”.
However, based on the nature and significance of their relationship to the City, the Michipan
Depormment of Treasury and Governmantal Accounting Standards may require that it be included as o
companent unit of the City, Statement No, 39 issued by the Governmenial Accounting Standards
Board titled “Determining Whether Certain Organizations sre Component Unils” became offective
for perinds beginning afier June 15, 2003 ond cutlines certain instances where legally separoate
nonprofit corporations should be reported as & compansnt unit of the governmental unit.

The criterin utilized to determine whether a legally separate, tax exempt organization should he
reported 23 & component unit of a reporting entity includes:

- The cconamic resources teceived or held by the separate orgenization ore entirely
or almost entirely for the direct benefit of the primary government, its compenent units, ar its
constinents.

- The primary government, or its companent units, is entitied to or has the ability to otherwise
access o mujority of the economic resources received or held by the separate organization.

~ The econemic resources receive or held by an individus! organization that the speeific
primary govetument, or its component units, is entitled to, or has the ability to otherwise
assess, ore significant to that primary government.

Since the City owns the building, has in the past provided financial suppart, and the identity of the
City is so interrelated with the Depot, we believe that the Durand Union Siation would be one of
these entitics,

We recommend that you review the operations of the Durand Union Station and the new
vequirements te deiermine if you agree tht # should be reparted 45 & compenent unit.

The payrell bank acesint should he reconciled to the General Ledger on a moathly basis,

During our oudit it was noted that the payralt bank account was not reconziled to the General Ledper
for the past few months of the fiscal year. To inerease controls we recommend that all bank zecounts
be recontiled on o timely basis.

The due from the Stafe of Michlgan for Optimist Park grant shouid be billed nad callected.

As of June 30, 2604 the City had epproximatzly $100,000 coming from the State of Michigan for the
Optimist Park project. Flowever, this is the same smount that was due as of June 30, 2003, Bassd on
discussions with management it is our understanding that the necessary paperwork has not been
submitted as of the date of our audit. We recommend that the necessary paperwork be submiltcd as
5007 85 possible and that someone follew-up to make sure the amount is collectad.
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The City should consider pracessing its own payroll.

At the current ime the City contincts with an outside company to have its payroll processsd,
ARhough this may appear to be the most efficient method of prepering peyroll, in many casas by the
time City employezes accumulote and enters all the information necessary for the company (o process
the payroll, review the payroll when it is returned, cte., it may be just as casy to prepare the payroli
yoursatf. Also ance the company processes payrodl for the City it must then be monuslly entered into
the City's peneral fedger. This is not to mention the cost of ppproximately 39,008 per year. The anc
thing thot the City would have to start doing i you prepared your own payra!l i5 olf the quarterly and
annuai reporting, which at first can be somewhant complicated and confusing.

We recomrmend thet the City consider the advantages and disadvantages of processing the City's
paytoil.

The City shoult consider Integrating 1ts cash recelptlag module with the peacral ledger,

Currently, the City's cosh receipting module is not inteprated with Chiy's peneral ledger, As aresult
tash receipts st be manually entered inte the general ledger. This results in numerous journal
cnittics throughout the month. By integrating the receipts module afl cash recsipts could be
inmediately enter by the person recaiving payments, whether they are for taxes, utility billings, ot
mtiscetlaneous type charges. We recommend that the City consider inteprating the cosh receipting
mudule with the penerat fedger,

This report is intended solely for the information and use of manogement, the City ol Council, oiers
within the organization and federal awarding ngencies and pass-through entities and is not intended 1o be
and should not be used by anyone ather than those specilied parties.

Wae wish {0 express our appreciation for the courtesy and cooperation extended to us during our andit,
Wz are availnble to diszuss these conditions with you and to provide ossistonce in the implementation of
Ihprovements,

Sincerely,

Sait: Frcrememn v Ot

-~

September 25, 2003



